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Mr. Sprence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany §. 57] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 57) having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 


The amendment is as follows: 
Strike out all after the enacting clause and insert the matter which 
appears in italic in the bill herewith reported to the House. 


INTRODUCTION 


S. 57, referred to as the Housing Act of 1959, is an omnibus hous- 
ing bill designed to meet a number of important objectives. Your 
committee believes that the need for prompt housing legislation 
is imperative. Because of the defeat of last year’s general housin 
bill several important Government-assisted housing and urban renew 
programs are virtually at a standstill. Prompt passage by the Con- 
gress is vitally needed, in your committee’s opinion, in order to re- 
vitalize our great national housing programs. 

In essence the committee substitute as reported by your committee 
is an improved and expanded version of last year’s bill. It will help 
us step up our fight on slums, widen the opportunities for home- 
ownership, and provide better housing for low- and middle-income 
families. 

The committee sulstitute would liberalize the FHA program by 
lowering required downpayments, by permitting a longer repayment 
period, and by authorizing a reduction in the FHA insurance premium. 
The last two proposals would lower the monthly housing costs for 
new home buyers. 

At a time when the number of Americans still out of work is ap- 
proaching 5 million, we must provide the legislative aids necessary 
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for an expanding rate of housing production. This will be one way 
we can help implement the Denies Act of 1946 which states 
as our national policy that no American willing and able to work 
shall be denied employment. 

Your committee believes we shall fail miserably in our efforts to cut 
out the cancerous slum growth which is strangling the heart of our 
cities unless we accelerate greatly the tempo of the existing slum 
clearance program. 

The bill as reported would provide $500 million a year for 3 years, 
and your committee is convinced that this is the absolute minimum 
needed to maintain an effective attack on our Nation’s slums. 

By extending and improving the low-rent public housing program, 
the committee substitute would assure the availability of special hous- 
ing support for the unfortunate families who cannot afford decent 
private housing. Your committee wishes to emphasize that low-rent 
public housing and urban renewal are inseparable. Slum clearance, 
as well as highway construction and other governmental activities, 
are displacing an ever-increasing number of families, and the only 
remedy to the housing problems of many of these families is low-rent 

public housing. 

The bill as reported by your committee would provide $400 million 
additional in loan authority to the college housing loan program. 
Your committee was impressed by testimony underscoring the vital 
role this program plays in helping our institutions provide the housing 
and dormitory facilities essential for students and faculty. 

Your committee again proposes to set up a new program to provide 
housing for elderly persons at rentals which most of them can afford. 
Present programs for helping provide housing for the elderly are in- 
adequate in your committee’s opinion. 

The committee substitute would provide the necessary authority for 
continuing the basic FHA insurance program which has played such 
an important role in spreading the benefits of homeownership to more 
and more American families. 

The committee substitute also contains an antiforeclosure title to 
help prevent FHA homeowners from losing their homes because of 
unemployment. 

Other important provisions would extend the military housing pro- 
gram so essential to the morale and efficiency of our armed services; 
improve the effectiveness of the secondary market operations and 
special assistance programs of the Federal National Mortgage Associa- 
tion; provide additional aids to cooperative housing; and extend the 
program for farm housing research. 

Your committee would like to make special comment on one aspect 
of the committee substitute which has created a great deal of confusion 
and misunderstanding. Critics of the legislation we propose have 
attacked the bill as inflationary and as a disrupting force on the 
Federal Government’s budget for the next fiscal year. 

Your committee wishes to emphasize that certain of the authoriza- 
tions involved in the committee substitute are loan funds which will 
not cost the Federal Government a penny and which indeed will 
enrich the Federal Treasury as the loans are repaid with interest. 
The only sizable programs under the bill involving direct Federal 
grants are the urban renewal and low rent housing program. But 
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because of the considerable timelag between authorization and actual 
expenditure, the grant authorizations involved in the bill as reported 
by your committee will have virtually no effect whatever on the fiscal 
1960 budget. Apparently this essential fact has been deliberately 
ignored by those who would like to see the slum clearance program 
greatly curtailed or even completely eliminated. 

Your committee rejects emphatically the thesis that the legislation 
proposed in the committee substitute would have an inflationary 
impact. To the contrary, by strengthening our basic rate of housing 
production and by helping to create a more favorable business en- 
vironment through the removal of slums, the committee substitute 
would contribute to the expanded production which is the best weapon 
against inflationary pressures. 

The work of your committee in developing a final bill was greatly 
helped by the recommendations of the Subcommittee on Housing. 
Recognizing the urgency for prompt housing legislation, your com- 
mittee requested the Subcommittee on Housing to undertake hearings 
with the least possible delay. The subcommittee held intensive 
hearings during the period January 28 to February 3. 

Expert testimony was received from a large number of witnesses 
competent to discuss the many aspects of the complex nature of the 
Government’s role in the housing and home finance field. A thorough 
presentation was made by the Housing and Home Finance Adminis- 
trator and the heads of the several constituent agencies of the Housing 
and Home Finance Agency. Officials from the Federal Home 
Loan Bank Board and the Department of Defense testified on matters 
relevant to their operations. 

More than a dozen Members of Congress gave helpful testimony 
before the subcommittee. The subcommittee also benefited from the 
expert testimony presented by witnesses from the home building and 
mortgage industries, labor organizations, civic groups, and local 
government. 

After concluding its hearings the Subcommittee on Housing met in 
executive session on February 5 and 6, and reported a subcommittee- 
recommended bill to your committee. Your committee met in execu- 
tive session on February 24 and 25 to consider S. 57 and on February 
25 voted to report S. 57 favorably with an amendment which is sub- 
stantially the same as the bill recommended by the subcommittee. 


Tirte I—FHA Insurance PrRoGRAMS 


Extension of the FHA title I home repair and improvement program 

Under the home repair and improvement loan program the FHA 
insures qualified lending institutions against loss within prescribed 
limits on loans made to finance alterations, repairs, and improvements 
in connection with existing structures and the building of new nonresi- 
dential structures. 

Under existing law the home repair and improvement program 
would expire on September 30, 1959. The bill reported by your com- 
mittee would extend the program’s operation for 1 year until Septem- 
ber 30, 1960. Your committee wishes to study further the advis- 
ability of making the program a permanent part of FHA operations. 
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LIBERALIZATION OF THE SECTION 203 PROGRAM 


The bill as reported by your committee makes a number of impor- 
tant changes in the randiee FHA section 203 program. It would 
increase the permissive maximum mortgage, reduce required downpay- 
ments, extend the permissive maturity from 30 to 35 years, inaugurate 
a new escrow procedure to facilitate trade-in financing, and permit the 
FHA Commissioner to reduce required insurance premiums. These 
five changes are found in section 102 of the committee substitute. 


Increase in the maximum mortgage 


Under present law the maximum permitted mortgage for one- and 
two-family homes is $20,000; for a three-family home it is $27,500, 
and for a four-family home $35,000. 

Your committee recognizes that cost levels have more than doubled 
since the original ceiling of $16,000 was prescribed for one- and two- 
family homes in 1934. Although the ceiling was raised to $20,000 in 
1954, we recognize that that increase failed to keep pace with the 
increased cost levels of the postwar period. 

While your committee believes that the bulk of FHA operations will 
continue to be in the field of low- and medium-price homes, we do 
recognize the need for a more realistic mortgage maximum which will 
enable FHA to play its role in helping the financing of the normal price 
range of most American homes. This normal range includes homes in 
higher cost areas, homes which are suitable for large families, and those 
which contain the additional space and equipment frequently de- 
manded on today’s market. 

Accordingly, the committee amendment would increase the ceiling 
for one- and two-family homes from $20,000 to $25,000. The maxi- 
mum mortgage for three- and four-family homes would remain 
unchanged. 


Reduction in required downpayments 


The committee substitute revises the current FHA schedule of 
minimum downpayments to provide somewhat lower required down- 
payments on moderate to higher bracket mortgages than is possible 
under the current law. 

Under present law, the required schedule of minimum downpayments 
for single family sales housing under section 203 is 3 percent of the 
first $13,500 of value, plus 15 percent of the next $2,500 of value, plus 
30 percent of the excess value above $16,000 (a loan-to-value ratio of 
97 percent of the first $13,500 of value, plus 85 percent of the next 
$2,500 of value, plus 70 percent of the excess). he new schedule of 
downpayments in the amendment is 3 percent of the first $13,500 of 
value, plus 10 percent of the next $4,500 of value, plus 25 percent of 
the excess value above $18,000 (a loan-to-value ratio of 97 percent of 
the first $13,500, plus 90 percent of the next $4,500 of value, plus 
75 percent of the excess). 

Your committee believes that the liberalized downpayment require- 
ments proposed in the committee amendment are justified to ease the 
burden of required equity investment for FHA financing. The rapid 
increase in cash equity investment required under the current FHA 
schedule is clearly shown in table I and the accompanying chart. 
Since FHA will not permit second mortgages on insured homes, the 
effect of this rapid increase in required downpayments as the price- 
scale increases is to effectively curtail the use of FHA financing. 
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TABLE 1.—Minimum downpayment requirements under FHA sec. 208 


Amount Percent of value 
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Increase in maximum loan maturity 

Your committee believes that a liberal amortization term is one of 
the primary advantages given home buyers under the FHA-insured 
mortgage system. Congress first established the FHA system with 
& maximum term of 20 years, at a time when amortized conventional 
loans were typically made for a 10- to 15-year period. Successively, 
Congress lengthened the maximum term from 20 to 25 to 30 years. 
Currently under the FHA section 221 program of insurance on low- 
cost urban renewal relocation housing, the maximum term is 40 
years. A 40-year maturity is also permitted for sales-type cooperative 
housing loans. 

Your committee substitute would extend the limit on the present 
term under the regular section 203 program from 30 to 35 years. In 
so doing, it makes possible lower required monthly amortization 
payments. For example, on a loan of $13,500 the extension of the 
permitted term from 30 to 35 years would reduce monthly carrying 
charges by $4.05. While a reduction of this magnitude might not be 
of crucial significance to some families, your committee is convinced 
that such a reduction might for many families be a decisive factor in 
determining whether their income is regarded as sufficient to carry 
the loan. We are desirous of doing everything possible to encourage 
homeownership under the favorable financing terms of the FHA 
insurance program, and believe that the increased maturity will help 
achieve this worthwhile objective. We wish to emphasize also that 
the 35-year maturity is not mandatory since the lender must be willing 
to write the loan for such a term. 


Increased mortgage to nonowner occupant 


In order to facilitate trade-in financing and to avoid duplicate closing 
costs, the committee substitute would authorize a nonoccupant owner 
of a home financed under section 203 of the National Housing Act to 
receive the same maximum mortgage amount as an owner-occupant 
if the nonoccupant owner puts into escrow 15 percent of the original 
principal mortgage amount until such time as he sells the property 
to an owner-occupant. At the end of 18 months, if the property has 
not been sold to an owner-occupant, the funds held in escrow would 
be applied to a reduction in the mortgage amount. 

Many new home purchasers already own a home and wish to acquire 
better housing. Most of them need to use the equity in their existing 
home as part of the downpayment on a new home. Thus, builders 
and real-estate dealers are finding it necessary to accept more trade-in 
houses on new house sales. The proposed amendment will help 
existing homeowners in trading their old homes for new ones. It will 
enable the seller of the new house to place a mortgage on the old house 
equal to that which can now be obtained when a purchaser for the 
old house is found. It provides the builder or real-estate dealer up 
to 18 raonths to resell the trade-in house and transfer the mortgage 
debt to the purchaser. This procedure eliminates much of one set of 
closing costs, and in the case of lower priced properties, this savings 
can equal the amount of the FHA required downpayment. As soon 
as the builder or dealer resells the trade-in house to an owner-occupant, 
the 15 percent of the mortgage proceeds which are held in escrow 
would be released to him. He thus has an added incentive to look 
for a purchaser as quickly as possible. 
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Authority to reduce FHA insurance premium 

The committee substitute would amend the present law governing 
the amount which FHA charges under its basic section 203 program 
for premiums for mortgage insurance. Present law provides for a 
maximum insurance premium of 1 percent and a minimum of one-half 
of 1 percent per annum on the outstanding principal. The substitute 
would make no change in the 1-percent ceiling but would permit a 
reduction to one-fourth of 1 percent. 

Your committee is, of course, desirous of reducing monthly housing 
costs to the home buyer wherever possible. Your committee has 
heard considerable testimony to the effect that FHA reserves are 
sufficient to warrant a reduction in the insurance premium to one- 
fourth of 1 percent. At the same time, however, your committee 
received testimony from the Administration which cast doubt on 
the advisability of a reduction in the insurance premium in the light 
of present actuarial studies. Your committee understands that these 
studies indicate that a one-fourth of 1 percent premium might not 
be sufficient to cover operating expenses let alone provide a sufficient 
margin for the accumulation of reserves. 

Your committee has decided, therefore, to leave the final solution 
of the problem entirely to the discretion of the FHA Commissioner. 
Thus he would have the necessary discretionary authority to lower 
the rate if circumstances and later studies should show that this 
could be done without impairing the integrity and adequacy of the 
FHA insurance reserve funds. 


LOW-COST HOUSING IN OUTLYING AREAS 


The special FHA insurance program under section 203 (i) is de- 
signed to encourage low-cost housing outside of built-up areas. 
Adequate standards are insured under the program but the minimum 
requirements are not as rigid as those required under the regular 
section 203 program. 

Your committee heard considerable testimony that the section 
203 (i) program could be made more effective by a modest increase 
in the permissible loan ceiling which under present law is $8,000. 
Accordingly the committee substitute would increase the permissive 
maximum to $9,000 and it is our hope that this will encourage section 
203 (i) construction in areas where the present $8,000 ceiling is too 
restrictive. 

The committee substitute also extends the financing benefits of 
section 203 (i), currently confined to proposed construction, to exist- 
ing housing. Your committee was impressed by testimony which 
indicated that in many cases lower income families, including elderly 
families, were being penalized by the inability to purchase low-cost 
existing homes under the section 203 (i) program, a condition which 
the committee substitute would correct. 

To encourage adequate construction standards and inspection dur- 
ing construction the bill would require a reduced loan-to-value ratio 
(90 percent instead of 97 percent) for existing housing less than 1 year 
old unless the property was subject to inspections during construction 
by either the Federal ool Administration or the Veterans’ Admin- 
istration. Your committee believes that the inspection procedure and 
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standards of the two agencies are essentially the same, and sees no 
reason why either agency should refuse to accept the inspection safe- 
guards of the other. 


EXISTING RENTAL HOUSING PROGRAMS 





CHANGES IN 


Your committee is concerned over the inadequate level of the prod- 
uction of rental housing in many cities. Testimony given before the 
Housing Subcommittee indicates that two of the problems impeding 
the rental housing program are (1) the difficulty of attracting sponsors 
willing to make the very substantial equity investment required under 
the section 207 program, and (2) the restrictive effect of current 
statutory cost limitations on rental housing under sections 207 and 
220 programs. 

To meet the first problem, your committee substitute would increase 
the permissive loan-to-value ratio for section 207 multifamily rental 
housing from the present 90 percent of value to 95 percent of value. 
Section 207 is the basic rental housing insurance section which has 
been an integral part of the FHA program since 1934. 

Your committee believes that an increase in the loan-to-value ratio 
to 95 percent would result in greater participation by industry in the 
section 207 program. It should be noted that section 207 would con- 
tinue to be governed by the economic soundness criterion which is 
inherent in the use of ‘‘value” as a base for computing the maximum 
mortgage. 

Your committee wishes to emphasize further that cost certification 
requirements of section 227 of the National Housing Act will continue 
to apply, to prevent windfalls to builders. 

Another amendment would increase the maximum amount of a 
single mortgage from $12,500,000 to $20 million. Your committee 
believes this will facilitate larger size projects but wishes to emphasize 
that the projects will still be subject to statutory ceilings on the per- 
missible mortgage amounts per room and per dwelling unit. 

To meet the problem of increased costs, the committee substitute 
would increase the permissive per room and per unit cost limits. 
Under existing law mortgage amounts are limited by a per unit ceiling 
for small apartments and by a per room ceiling for large apartments. 
Additional allowances are made for elevator-type apartments and for 
construction in high-cost areas. Table 2 illustrates present cost 
limitations on rental housing as compared with those proposed in the 
committee substitute. The increases will be made applicable to both 
the regular section 207 rental housing program and the section 220 
rental housing program in urban renewal areas. 


TABLE 2 
Present law Committee bill 
Per unit Per unit 
if under Per room if under 
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The bill recommended by your committee would also authorize the 
FHA Commissioner to increase the maximum permitted interest rate 
on section 207 rental housing mortgages from the present 4%-percent 
ceiling up to 5 percent. Your committee is reluctant to permit a 
higher interest rate. Higher interest rates inevitably mean higher 
monthly rentals to the consumer. Over the past few years interest 
rates on housing mortgages have been forced upward again and again, 
and we are fearful that the time is not too far distant when rentals 
and monthly housing costs will be beyond the economic grasp of most 
tenants and home buyers. 

However, your committee recognizes in the case of section 207 
rental housing that the present 4%-rate is too low for current market 
conditions and that heavy discounts have been reported in connection 
with section 207 financing. Moreover, your committee is aware of 
the fact that present law already permits a 5-percent interest rate on 
multifamily rental housing under the section 220 urban renewal 
housing program. For these reasons the bill gives authority to the 
FHA Commissioner to raise the section 207 rate to 5 percent. 


SECTION 218—-COOPERATIVE HOUSING 


The committee substitute makes a number of important changes 
designed to improve the section 213 cooperative housing program. 
Your committee has always favored legislation to encourage con- 
struction of housing by and for cooperatives because of the promise 
such housing holds for economy in construction and operation, and 
because cooperative housing provides an effective means of aiding the 
housing problem for many families in urban centers. 


Increased mortgage loan amounts 


In order to bring mortgage loan ratios for cooperative housing 
more into line with those established for single family housing under 
section 203, the committee substitute raises the permissive mortgage 
loan ratio. Under present law the maximum mortgage is limited to 
90 percent of replacement cost, except that for co-ops with 50 percent 
or more veterans, the loan can be insured for 95 percent of replace- 
ment cost. The committee substitute would raise these ratios respec- 
tively to 97 percent and 100 percent. By permitting cooperative 
ownership with smaller equity payments by the members of the 
cooperative, your committee believes that the production of coopera- 
tive housing will be increased. 

In the case of cooperatives for veterans, your committee believes 
that financing should be available with no downpayment to extend 
the same benefits of no downpayment financing available to veterans 
under the GI loan program. 

Your committee heard testimony to the effect that FHA presently 
requires a minimum downpayment of 3 percent plus a minimum cash 
payment of 2 percent working capital, a total minimum equity 
requirement of 5 percent. Your committee fails to see why the 
2 percent working capital payment had to be required in addition 
to the 3 percent downpayment, but we believe that the bill by liberal- 
izing the loan-to-value ratio, particularly for veteran co-ops, will solve 
this problem. 
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The substitute also increases the maximum mortgage, and mortgage 
ceilings per room and per dwelling unit to give ‘parity with similar 
increases proposed by the substitute for the regular rental housing 
program under section 207. 


Community and commercial facilities. 


The substitute would authorize the FHA Commissioner to include in 
cooperative projects such community facilities as he deems adequate 
to serve the occupants as part of the mortgage security for a coopera- 
tive project. Under present law these additional community facilities 
are permitted for management-type cooperatives only. The substi- 
tute would broaden the Commissioner’s authority to permit com- 
munity facilities to be included in the sales-type cooperative program 
and the investor-sponsored-type cooperative as well. Also, the sub- 
stitute would permit commercial facilities, which are now restricted 
to management-type cooperatives, to be permitted for investor- 
sponsor-type cooperatives which ultimately become management-type 
when the sponsor sells the project to a cooperative organization. 

This provision would enable the mortgage to be ‘increased over 
and above the room limitation to cover community facilities such as 
recreational facilities, parks, playgrounds, mee eting rooms, and nursery 
schools. In the sales- -type program it would create better communi- 
ties by permitting a number of contiguous projects to join in the 
construction of a centrally located community facility. 

Eligibility of existing structures 

Under the present cooperative housing program the benefits of 
section 213 financing are available only for proposed construction. 
Your committee has heard testimony supporting the view that in some 
cases cooperative organizations may find it desirable to purchase and 
occupy existing dwellings, and the committee amendment accoidingly 
would extend eligibility for section 213 financing to existing dwellings. 
Your committee wishes to emphasize that the amendment is drafted 
in a manner to make clear that the FHA Commissioner must deter- 
mine that the interests of the members of the cooperative will. be 
protected, and further that the amount of the mortgage must be 
based upon appraised value rather than upon the Commissioner’s 
estimate of replacement cost, which is the more liberal base of cal- 
culating the maximum mortgage for proposed construction. 


Mutual mortgage ineurance 

The committee substitute would establish two mutual mortgage 
funds for housing cooperatives, paralleling the mutual mortgage fund 
now covering the regular FHA homeownership program under section 
203. FHA is now restricted under existing law to returning savings 
realized through a mutual insurance fund only on mortgages under 
single family homes under section 203. Your committee believes this 
is patently unfair since the cooperative housing program is not a 
rental program but is a program of homeowrership identical in 
principle with the FHA 203 program. The amendment would mean 
that over a period of years assuming a satisfactory repayment record, 
members of the cooperative would qualify to receive a rebate of a 
portion of the insured prémium just as individual homeowners do 
under the section 203 program. 





HOUSING ACT OF 1959 1l 


Requirement of presales 


Your committee learned that through administrative action the 
Federal Housing Commissioner requires that cooperative housing 
projects must have 51 percent of the units presold before construction 
can begin. This rule may have merit in protecting the interest of the 
FHA where the Commissioner endorses the note prior to the start of 
construction where advances are FHA insured. But in those cases 
where the builder provides his own construction financing and no 
obligation is incurred by FHA until the project has been completed 
in accordance with plans and specifications and has been sold to a 
cooperative organization, the membership of which has been 100 
percent approved by the Commissioner, your committee believes that 
the 5l-percent presale requirement is unduly burdensome. We 
strongly urge the FHA to restudy this requirement and to review it 
with a view toward its relaxation in cases where there is no endorse- 
ment prior to construction and where the construction advances are 
not insured. 


Application to trusts 


The existing mortgage insurance provisions of section 213 of the 
National Housing Act apply to nonprofit cooperative trusts, as well 
as to nonprofit cooperative corporations. It is the intention of your 
committee that the amendments to section 213 contained in section 
105 of the bill also apply to these nonprofit trusts and that the term 
‘cooperative,’ as used in the amendments, include such trusts ‘as 
well as nonprofit corporations. The committee has been advised that 
attempts to use cooperative trusts under section 213 has met certain 
legal obstacles under State laws. In order to assist cooperatives, 
however, it was felt that the provisions of section 213 should be 
adequate to permit the use of such trust wherever that is feasible 
under State law and desired by the applicant for mortgage insurance. 


INCREASED MORTGAGE AMOUNTS IN ALASKA, GUAM, AND HAWAII 


Section 109 authorizes FHA to make the various mortgage ceilings 
of the act up to 50 percent higher for Alaska, Guam, and “Hawaii. A 
question has been raised as to . whether the statutor y ceilings for high- 
cost areas generally can also be so raised for these three places. T ‘his 
section would make it clear that this can be done. Thus, the $10,000 
mortgage limit for high-cost areas in section 221 (housing for displaced 
families) could be increased up to $15,000 in Alaska, Guam, and 
Hawaii. 

GENERAL MORTGAGE INSURANCE AUTHORIZATION 


The committee substitute provides for a substantial increase in the 
basic insurance authorization so that essential FHA programs can 
continue in operation. Testimony received by the Subcommittee on 
Housing indicated that the agency is approac shing its statutory ceiling 
and that a prompt increase in the insurance ¢ authorization i is necessary. 

Section 107 provides an increase, upon enactment, of $6 billion, in 
the general mortgage insurance authorization which covers all FHA 
programs (except “the property repair and home improvement program 
under title I, of the National Housing Act, and the armed services 
rental housing program under title V III of that act). 
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An additional $4 billion would be made available on July 1, 1959. 
This sum would be in addition to authorizations becoming available 
during each year as outstanding insurance and commitments to insure 
are reduced through amortization or prepayment of mortgages or 
through expiration of outstanding commitments. However, the un- 
used amount of the $6 billion increment made available upon enact- 
ment of this bill would lapse on June 30, 1959. 


SECTION 220—URBAN RENEWAL HOUSING 


To encourage housing construction in urban renewal areas, the bill 
makes the same changes in the section 220 sales housing program as 
section 102 of the bill makes in section 203 with respect to the per- 
missive mortgage maximum, required downpayments, and the escrow 
procedure to facilitate trade-in Reenter 


The section also increases mortgage ceilings and per-room and per- 
unit maximum dollar amounts to correspond with the increases pro- 
vided in the section 207 and section 213 programs. 


SECTION 221—-RELOCATION HOUSING 


Increase in mortgage ceilings 

Under present law the maximum insurable loan under the section 
221 program is $9,000 in normal cost areas, and $10,000 in areas 
adjudged to be high-cost areas by the FHA Commissioner. 

ased on the information available to us, particularly as a result of 

studies and hearings by the Housing Subcommittee, we are convinced 
that these mortgage limitations are seriously impeding the effective 
operation of the section 221 program. This obstacle must be removed 
if section 221 is to provide a useful means of helping to relocate the 
hundreds of thousands of families who will be displaced by the urban- 
renewal program and other construction programs such as the highway 
program. Your committee is reluctant to increase the permissive 
ceilings under the section 221 program because we recognize that in 
general displaced families fall in the lower income groups. But we are 
convinced that higher ceilings must be authorized to make construc- 
tion possible in many parts of the country. Accordingly, the com- 
mittee substitute recommends a $1,000 increase, i.e., from $9,000 to 
$10,000 for normal cost areas, and a $2,000 increase, i.e., from $10,000 
to $12,000 in high-cost areas. 


Nonprofit rental housing 


Under existing law a nonprofit corporation is entitled to receive an 
insured loan for a rental housing project up to 100 percent of value. 
There has been virtually no activity under this feature of the section 
221 program and apparently one of the obstacles is the requirement 
that the maximum mortgage be based upon the value criterion which 
is more conservative than the replacement cost criterion available 
for other housing programs under the National Housing Act. Ac- 
cordingly, the committee substitute would permit nonprofit corpora- 
tions to obtain an insured loan up to 100 percent of replacement cost. 


A new rental housing program 


In addition the bill would set up a new program under which loan 
insurance would be available to private builders for the production of 
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rental housing for displaced families. The program would be parallel 
to the present section 220 rental housing program with a permissive 
loan of up to 90 percent of replacement cost (90 percent of value in 
the case of rehabilitation projects). 

The cost certification requirements of section 227 would be ap- 
plicable to the new program. 

This formula has attracted sponsor interest under the section 220 
program and your committee hopes that similar activity in rental 
housing can be induced in the section 221 program. While the sales 
housing program under section 221 which permits 40-year loans with a 
minimum cash payment of $200 can serve the needs of many displaced 
families, your committee believes that rental housing may be more 
appropriate to meet the needs of other displaced families. It is our 
hope that the new rental housing program, taken in conjunction with 
the section 221 sales housing program, will help to meet the challenge 
of the tremendous relocation problem inevitably to be engendered 
by the slum-clearance and highway-building programs. 


SERVICEMEN’S MORTGAGE INSURANCE 





The committee substitute would amend section 222 of the National 
Housing Act, which provides a liberal mortgage insurance program 
for servicemen on active duty in the Armed Forces, by increasing the 
maximum mortgage available from $17,100 to $20,000. 

The purpose of the military housing program is to give an added 
incentive for servicemen to remain on active duty by providing a 
special financing device to use in the purchase of a home. It is a 
partial substitute for benefits which would otherwise be available to 
them as veterans if they should receive a discharge from active duty. 

A special feature of the section 222 program calls for the payment 
by the Defense Department of the annual insurance premium. This 
gives the serviceman the benefit of a lower monthly payment. 

The amendment in the bill which increases the maximum mortgage 
amount from $17,100 to $20,000 recognizes that construction costs 
have risen measurably in the past 4 years. 

Under section 222, as it is now written, eligible housing must meet 
the requirements of section 203(b) only. This precludes families 
from purchasing homes built in projects financed under the FHA sec- 
tion 203(i) program. Since this is FHA’s low-cost housing program, 
the language now in the statute can prevent servicemen in lower grades 
and ranks, particularly enlisted personnel, from gaining the full benefit 
of the program. 

Another provision of the committee substitute would eliminate 
this discrimination by providing that the benefits of section 222 
financing may also be used to purchase FHA-insured homes under 
both section 203(b) and section 203(i). 


NURSING HOME MORTGAGE INSURANCE 









The committee substitute proposes a new system of FHA mortgage 
insurance designed to encourage the construction of nursing homes. 
Convincing testimony was presented as to the need for this new pro- 
gram, particularly by the American Nursing Home Association and 
the American Medical Association. 
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Your committee is impressed with the need for providing nursing 
facilities to the large segment of our population who are aged, ill or 
disabled, who do not require care in a general hospital but do require 
the facilities of a properly equipped nursing home. In these facilities 
they can receive the attention their condition calls for on a much less 
expensive basis, and by so doing can help to reduce the strain on over- 
crowded hospital facilities. 

The new program would make FHA mortgage insurance available 
to proprietary, i.e., profit-run, nursing homes. Public and nonprofit 
organizations would not be eligible under the new program because 
assistance to them is available under other Government-sponsored 
programs. 

One of the most difficult problems facing proposed sponsors of 
proprietary nursing homes is the difficulty of obtaining financing on 
reasonable terms, a difficulty which the proposed mortgage insurance 
program should help overcome. We wish to emphasize that the pro- 
posed insurance program would be set up on a conservative basis with 
the max'mum insured loan limited to 75 percent of the FHA Com- 
missioner’s estimate of value of the property when completed. Under 
the proposed program the maximum permitted mortgage would be 
limited to $1 million. The maximum interest rate would be 5 percent 
per annum. 

To prevent construction of nursing homes in areas where existing 
nursing facilities are adequate, and to assure proper supervision and 
minimum health standards, the committee substitute would require in 
all cases that approval of the proposed nursing home by the appro- 
priate State health agency be mandatory. Another safeguard against 
abuse is provided by a provision which gives the FHA Commissioner 
the power to regulate charges and methods of operation and rate of 
return to the sponsoring corporation. 

Your committee wishes to make it clear that while many elderly 
persons will benefit from the nursing homes program, it has no con- 
nection with and is completely separate and distinct from the new 
housing for the elderly program provided for in title II of the com- 
mittee substitute. 


Titte I]—Hovsina ror EvpERLY PERSONS 


The committee substitute would provide a new program designed 
to provide rental housing for elderly persons at rentals which they 
can afford. Your committee has long been interested in providing an 
effective housing program to meet the special housing needs of our 
senior citizens. 

We have always had serious misgivings about the rental housing 
ee for the elderly established under section 207 of the National 

ousing Act in the Housing Act of 1956. Under the current program 
very few projects have been actually started, and your committee 
believes in general the present program is beneficial primarily to 
elderly persons in the higher income brackets. 

The basic deficiency in the present program is that it calls for’ the 
standard type of financing with an FHA-insured loan. Since the 
basic interest rate on FHA-insured loans under section 207 is 4% 
percent, a nonprofit corporation must in effect pay 5 percent for its 
financing because it must also pay the usual one-half of 1 percent 
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annual insurance premium. (Actually the total financing costs will 
be 5% percent since an earlier provision of the committee substitute 
authorizes an increase to 5 percent in the maximum interest rate for 
sec. 207 loans.) 

This level of financing costs simply does not permit rentals to be 
reduced to the levels which most elderly families can afford. Another 
deficiency in the present program is the requirement that the sponsor- 
ing corporation have an investment of at least 10 percent of the cost 
of the project, a requirement which has proved unduly burdensome to 
many prospective nonprofit sponsors. 

A further disability of the present program is that the maximum 
loan maturity is limited to 40 years by administrative determination; 
this is the maximum term which FHA permits for multifamily housing 
operations. 

The substitute would set up in the Housing and Home Finance 
Agency a new loan program to provide low-cost financing on liberal 
— to nonprofit corporations interested in building housing for the 
elderly. 

Under the new program the maximum interest rate to the borrowing 
nonprofit corporation would be 3% percent per annum. 

The loan term could extend to 50 years and the new program pro- 
vides for loans up to 98 percent of the project cost, thereby reducing 
the required equity investment of the sponsor to 2 percent of the 
project cost. 

The new program would permit substantially lower rentals for 
elderly tenants. Your committee understands that by extending the 
loan maturity and by reducing financing costs to 3% percent the typical 
housing unit will rent for approximately $20 a month less than the 
rent which would be required for the same unit if financed under the 
section 207 program. A rent reduction of this magnitude will, in 

your committee’s judgment, take a great step forward in providing 
1ousing which most elderly persons can afford. 

The present elderly housing provisions under section 207 would 
continue unchanged so that projects in process will not be disturbed, 
and will continue to be available for use should a sponsor for some 
reason elect to use it in preference to the new program proposed in 
the committee’s substitute. 

The committee substitute would authorize $100 million for the new 
progr Funds to implement the new program would be provided 

y appropriation. 

Under the new program “elderly families’? would mean families 
the head of which (or his spouse) is 62 years of age or over; and the 
term “elderly persons” would mean persons who are 62 years of age 
or over. 

A specific provision in the substitute would require the Adminis- 
tration to prescribe regulations to prevemt abuses in determining 
eligible families. For example, the provision would clearly authorize 
and direct the Administrator to issue regulations prohibiting such 
undesirable practices as the use of an elderly person as a ‘“‘screen”’ in 
order to gain occupancy for younger persons whose economic circum- 
stances are adequate to permit them to afford decent housing elsewhere. 

While there is no specific per unit loan ceiling, the substitute clearly 
requires that the construction must not be of an elaborate or extrava- 
gant design. Your committee further expects that the Administrator 
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will require that the dwelling units constructed under the program 
shall be especially designed to meet the unique housing requirements 
of elderly persors. 

The new program would also contain an express probibition against 
the use of housing provided under the title for transient or hotel 
purposes. 

The prevailing wage requirements of the Davis-Bacon Act would 
be made applicable. However, it is possible that some organizations 
may be able to utilize, at least in part, the labor and skills of persons 
sympathetic to the purposes of the organizations who may wish to 
render services wholly or partially without compensation. In order 
to permit this to be done, the committee bill provides that organiza- 
tions which produce bousing for the elderly would be permitted to 
accept voluntary gifts of services in whole or in part without necessity 
of fulfilling the minimum wage requirement of the Davis-Bacon Act. 


Titte IJJ—Freperat NatTionaAL MortGAGE ASSOCIATION 


Increase in maximum eligible loan 

For several years it has been recommended to your committee that 
an increase be permitted on loans eligible for sale to the Federal 
National Mortgage Association. Under present law an eligible mort- 
gage cannot exceed $15,000 in original principal amount, except that 
military housing mortgages under section 803, and mortgages covering 

roperty located in Alaska, Guam, and Hawaii, are exempt. But 

ecause of the sustained increase in housing costs which has taken 
place in recent years, your committee is convinced that the present 
$15,000 ceiling is too restrictive. Accordingly, the committee sub- 
stitute increases the $15,000 ceiling to $17,500 for the special assistance 
program and to $18,000 for the regular secondary market operation. 


Market stabilization 

The committee substitute amends the statutory provisions in which 
the basic purposes are set forth for the secondary market operations 
of the Federal National Mortgage Association. It adds an additional 
and most significant purpose of ‘“‘aiding in the stabilization of the 
mortgage market.” 

This amendment is designed to make clear that FNM/4A’s operations 
are to be so conducted as to attempt to bring a degree of stability to 
the mortgage market to the maximum extent consistent with sound 
operation and within the reasonable capacity of the Association to 
raise funds by sale of its obligations to private investors. 

Present law in practice has tended to emphasize the profitmaking 
aspects of FNMA operations and to minimize the prime underlying 
reason for its existence—to improve the distribution of capital through- 
out the home mortgage financing system and, by its secondary Se aaieat 
purchases, to attempt to stabilize mortgage prices. 

Section 304 presently requires that prices in its secondary market 
operations be established ‘‘within the range of market prices.” Fol- 
lowed literally and strictly in unfavorable mortgage conditions this 
requirement, without the addition of this proposed language, would 
make necessary a continual and drastic lowering of FNMA purchase 
prices thereby further disrupting an already disorderly market. This 
is not and should not be the result of FNMA operations. 
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Standby commitments on existing homes 

The committee substitute would make mortgages on existing homes 
eligible for the so-called standby commitment under FNMA secondary 
market operations. Under present law such standby commitments 
are available only for new construction. 

Your committee has received extensive testimony to show that the 
application of FNMA’s selective purchasing requirement often results 
in the rejection of a mortgage on an older or smaller home, notwith- 
standing the fact that the home and home buyer’s credit have both 
recently been approved by FHA or VA. More serious is the fact that 
many of these ian are financed conventionally and with costly 
second mortgages, because the lender, wary of FNM4A’s purchasing 
requirements, avoids the FHA or VA financing route. Your com- 
mittee does not believe it is practicable to require FNMA to purchase 
all FHA-insured or VA-guaranteed mortgages. However, by use of 
the standby commitment the lender, with the payment of an appro- 
priate fee, could at least be assured that the security property meets 
FNMA’s purchasing requirements. 

Under the FNMA Charter Act, the commitment prices must be 
substantially less than the market price to prevent excessive use of 
FNMA for this purpose. 

Prices and fees under the special assistance program 

The committee substitute would extend until September 1960 the 
requirement that FNMA purchase all special assistance mortgages 
at par, i.e., 100 cents on the dollar. Your committee considers it 
essential to continue the par purchase requirement for special assist- 
ance mortgages. Mortgages in this category are those wbich support 
and stimulate especially deserving and meritorious housing programs, 
for example, military housing, cooperative housing, urban renewal 
housing and disaster housing. 

As another means of assuring financing under the most favorable 
terms to special assistance mortgages, the committee substitute would 
reduce the maximum permitted commitment and purchase charges 
for such mortgages from the 1% percent now permitted by law, to 1 

ercent. Also to avoid excessive penalty to projects which do not go 
orward to completion for one reason or another, the committee sub- 
stitute would reduce the required initial payment for a commitment on 
special assistance mortgages from one-half of the total charge to 
one-fourth of the total charge. 


Cooperative housing mortgages 

The committee substitute increases the special support fund for 
section 213 cooperative housing mortgages by $25 million on the date 
of enactment and by $50 million on the following July 1, half of the 
increase earmarked for mortgages on consumer cooperatives and the 
other half for builder-sponsored cooperatives. Your committee 
believes that in the present mortgage market it is essential to provide 
such an authorization to assure that financing will be available to 
cooperatives which offer such promise for the production and organi- 
zational economies which make it possible to serve families of moderate 
incomes. Failure to increase the FNMA special assistance support 
fund for cooperative housing would in your committee’s opinion 
seriously cripple the cooperative housing program. 
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Your committee considered an amendment which would have 
required FNMA to purchase section 213 mortgages in urban renewal 
areas under our Presidential allocation of special assistance funds for 
urban renewal housing. The amendment was deleted upon the 
assurance of the President of the Federal National Mortgage Associa- 
tion, as set forth in the following letter, that the desired objective has 
been achieved through administrative action, effective February 17, 
1959: 

Frpruary 20, 1959. 
Hon. AtBert M. Rains, 
Chairman, Subcommittee on Housing, 
Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

Dear Mr. Rains: In H.R. 2357 as introduced, section 303(a) pro- 
vided in effect that FN MA’s special-assistance funds, under the urban 
renewal program category, should also be available for section 213 
mortgages on cooperative housing in urban renewal areas. 

I testified (p. 107 of the hearings) that section 303(a) was not neces- 
sary because the desired result was already provided for in existing 
procedures. ‘The following exchange then took place: 

“Mr. Rains. What you are saying is that you are already doing 
what we have tried to put into the language? 

“Mr. Bauguman. We are now shortening our procedure whereby in 
urban renewal areas they can start out with. a 213, so that will take 
care of that particular situation.” 

Subsequently, our procedure was shortened, effective February 17, 


1959, so that the enactment at this time of the proposed subsection 
would seem to serve no useful purpose. 

I thought if you knew these facts, you might wish to have section 
303(a) deleted from H.R. 2357 on the occasion when the bill is con- 
sidered by the full Committee on Banking and Currency. 

Sincerely, 


J. S. BauauMan, President. 


Authority to make loans on pledged mortgages 


The committee substitute authorizes a new function under FNMA’s 
regular secondary market operation. Presently FNMA’s authority is 
confined to the purchase of- mortgages insured or guaranteed by the 
Federal Housing Administration and the Veterans’ Administration. 
Under the committee substitute, FNMA would be authorized to make 
short-term loans on the security of pledged VA or FHA mortgages. 

Your committee has heard considerable testimony from private 
industry organizations over the past several years urging that the scope 
of operations of FNMA be broadened so as to make it more of a 
“central mortgage discount bank,” by authorizing it to make short- 
term loans on the security of any FHA-insured or VA-guaranteed 
mortgage. Your committee believes that such a lending facility would 
aid materially in providing funds, particularly during periods of tight 
money, when the withdrawal of institutional investors from the 
mortgage market, or the lessening of their participation prevents mort- 
gage companies from meeting their commitments to builders and home 
purchasers. Thus the authority granted by the substitute would help 
avoid periods of feast and famine and achieve thereby a steady flow 
of mortgage funds into local housing markets. 
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Under the new loan program the maximum loan maturity would be 
12 months and the rate of interest would be consistent with the general 
loan policies of the Association’s Board of Directors. Loans could 
not exceed 90 percent of the unpaid balance of the pledged mortgages. 
Borrowers would be required to subscribe to the common stock of 
FNMA in an amount not to exceed one-half of 1 percent of the amount 
borrowed. The aggregate amount of loans outstanding at any one 
time could not exceed 10 percent of the Association’s total borrowing 
authority, which would mean as of December 31, a lending authority 
of approximately $195 million. 

Any FHA-insured or VA-guaranteed mortgage not in default would 
be eligible as security for such loans. 


Proposal to trade mortgages for bonds 


Your committee considered an amendment which would have ex- 
pressly forbidden the Association for 1 year from disposing of any 
mortgage except for cash. Your committee was greatly concerned 
over the section in the administration’s budget message which con- 
templates a transfer of certain FNMA-held mortgages for Govern- 
ment bonds held by private lending institutions. 

If this plan were implemented, your committee fears that it might 
have a disrupting effect upon an already tight mortgage market. 
This would be true to the extent that the plan reduced the incentive 
of participants to acquire newly created mortgages in the private 
market. 

Therefore, your committee concluded that the proposal needs a 
thorough investigation and we have instructed the Subcommittee on 
Housing to investigate and report. Meanwhile, your committee 
strongly urges FNMA officials to take no further action, pending the 
completion of the subcommittee’s study of the proposal. 


Tirte [1V—Urspan RENEWAL 
Background 


Under the urban renewal program initiated in the Housing Act of 
1949 and continued in the Housing Act of 1954, the Federal Govern- 
ment provides advances, loans, arid grants to localities to assist in the 
elimination of slums and blight and prevent their recurrence. 

The principal form of Federal assistance are capital grants of up 
to two-thirds of the net cost of slum clearance and urban renewal 
projects. In general, the net project cost is the difference between 
the gross project cost and proceeds derived from the sale of project 
land for redevelopment in accordance with the urban renewal plan. 
The gross project cost consists of expenditures for project planning; 
acquisition of property; relocation of individuals, families, and busi- 
nesses displaced from the project area; clearance of acquired proper- 
ties; street, utility, and other site improvements; and administrative 
overhead. 

In addition, the Housing and Home Finance Agency makes ad- 
vances, repayable out of funds subsequently available for carrying 
out the project, to defray the costs of project planning; temporary 
loans to finance project execution; and definitive loans to fund the 
capital value of land leased for redevelopment. 

Your committee has long been convinced that the urban renewal 
program is the best means yet devised to eliminate slums, arrest 
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blight, and save the vast human and economic resources which are 
our great urban centers. As a matter of paramount national interest, 
the program must be sustained at a high level through the provision 
of substantial amounts of capital grant authority over the next 
several years. 

Spreading slums and blight threaten to engulf our cities, bringing 
misery to millions of our fellow Americans and haunting many cities 
with the specter of municipal bankruptcy. Your committee is con- 
vinced that local and State governments just do not have the resources 
to finance unaided the massive urban renewal program which is re- 
quired to save and preserve our American cities. 

Urban renewal is an essential device for preserving the economic 
health of our Nation. Currently 65 percent of the American people 
live in cities, and more than three-fourths of all Federal revenue comes 
from cities. If our cities are to continue through their manufacturing 
and commercial activities to contribute to the wealth and prosperity 
of our Nation, your committee is convinced they must be given the 
help they need to eliminate the slums and blighted areas which now 
cruelly afflict them. 


Capital grant authorization 


Since the inception of the program, $1,350 million has been made 
available to meet the Federal share of the cost of urban renewal proj- 
ects. This capital grant authorization is all but exhausted.. As of 
December 31, 1958, $1,326 million had been reserved, contracted for, 
or disbursed in connection with 648 projects in 386 localities. 

Activity under this program has increased sharply during the last 
few years, with applications being submitted to the Urban Renewal 
Administration for amounts far in excess of the available capital grant 
funds. <A backlog of applications began to appear in 1957 and has 
continued to grow ever since. 

Applications for capital grant reservations increased from $462 
million in fiscal year 1957 to $680 million in fiscal year 1958, about 
$400 million of which was filed during the last 6 months of the year. 
Despite the imposition last September of a rigid system of rationing of 
available capital grant authority, $334 million in applications were 
filed in the first half of fiscal year 1959. Adjustments required by the 
Urban Renewal Administration reduced these amounts to $415 million 
for fiscal year 1957, $447 million for fiscal year 1958, and $249 million 
for the first 6 months of fiscal year 1959. 

As a result of this increased program activity, a backlog in appli- 
cations developed in 1957 and has persisted since. This backlog grew 
to $334 million on June 30, 1958. At that time, the Urban Renewal 
Administration had exhausted all of the capital grant authority there- 
tofore made available. Following the failure of passage of S. 4035 in 
the last session of the Congress, the Administration released $100 
million held by the President and $54 million previously withheld by 
the Bureau of the Budget out of the $350 million in capital grant 
authority created by the Housing Act of 1957. 

By September the backlog in applications reached $382 million and 
new applications were being filed at a rate in excess of $40 million a 
month. With only $154 million in unutilized capital grant authority 
to meet applications estimated to reach almost $800 million by the 
end of fiscal year 1959, the Urban Renewal Administration began 
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the rationing of capital grant authority in accordance with a population 
formula, the effects of which are discussed below. Through the imposi- 
tion of the rationing formula communities were re seen to withdraw 
$219 million in pending applications and the “official” backlog was 
reduced to $185 million as of December 31, 1958. 

Your committee believes that the real backlog is considerably in 
excess of this amount. A survey conducted early this year by the 
American Municipal Association and the U.S. Conference of Mayors 
indicated that communities were required to cut back or withdraw 
oppeeninnts or were discouraged from filing applications, involvin 
at least $275 million. Together with the “official” backlog, the actu 
unsatisfied demand of localities for capital grant authority on Decem- 
ber 31, 1958, was of the magnitude of $460 million. By June 30, 1959, 
it is anticipated by the Urban Renewal Administration that com- 
munities will file applications involving an additional $240 million. 
It appears, therefore, that gross capital requirements will reach about 
$700 million by the end of the current fiscal year. 

It is the view of your committee that additional capital grant 
authority is needed immediately in order to effect a substantial reduc- 
tion in the backlog—“official” and actual. The bill would increase the 
existing capital grant authorization by $500 million on the date of 
enactment and by $500 million on July 1, 1959, and July 1, 1960. 
Your committee believes this is the absolute minimum to maintain an 
effective urban renewal program. 

A capital grant authorization of this magnitude will provide reason- 
able assurance of the availability of capital grants as required by 
localities through fiscal year 1961. It is consistent with the rate of 
Ps ag ee anticipated by the Urban Renewal Administration during 
this period and is supported by the American Municipal Association- 
U.S. Conference of Mayors survey of capital grant requirements. 
Responses from 303 localities indicated that applications involving 
at least $469 million in capital grant reservations will be filed during 
calendar year 1959. For 1960 the amount is $516 million. 

Your committee also wishes to point out that several of the area 
assistance (or depressed areas) bills now pending before the Congress 
provide for the utilization of renewal grant funds for the redevelop- 
ment of nonresidential areas for business and industrial reuse. This 
new activity will result in additional demands being made upon urban 
renewal capital grant authorizations. 

The level of capital grant authorizations provided for in the com- 
mittee’s substitute is already considered an absolute minimum and 
that anything less would not only seriously weaken the program but 
would also preclude any meaningful activity being undertaken to 
assist depressed areas in becoming economically self-sufficient. 

By providing for capital grant requirements through fiscal year 
1961, the Congress will be afforded an opportunity to carefully eval- 
uate operating experience during the period and make appropriate 
adjustments in the program level beyond fiscal year 1961 in accord- 
ance with the need and ability of communities to undertake essential 
urban renewal activities. 

Your committee wishes to emphasize that the $1,500 million in new 
capital grant authority provided in the bill will not result in increased 
capital grant disbursements for a period of about 3 years. No budget 
expenditures in fiscal year 1960 for capital grants would be necessary 
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because of the increased capital grant authorization and only a nom- 
inal amount, estimated by the Housing and Home Finance Agency 
as $10 million, would be expended for planning advances. The 
President’s budget estimates now contain $3.6 million for this pur- 
pose, ae on the Administration’s limited program for new 
capital grant authority. 

Your committee rejected the Administration’s proposal for a reduc- 
tion of the Federal share of project costs from two-thirds to 50 per- 
cent by fiscal year 1963. Communities are faced today with unprec- 
edented financial demands resulting from substantial increases in the 
costs of providing essential municipal services, the necessity for pro- 
viding new types of municipal services, and the need for expanding 
existing facilities and services to accommodate the tremendous growth 
of our municipalities. Localities must meet these demands despite 
declining tax bases and limited tax sources. In the opinion of your 
committee, our cities cannot absorb a greater portion of the cost of 
slum clearance and urban renewal. To put it bluntly, your com- 
mittee believes that the Administration’s proposal to reduce the Fed- 
eral share would be a death blow to the program and in effect would 
condemn tens of millions of Americans to live perpetually in slums. 


Abolition of rationing 


In their tentamneniy before the Subcommittee on Housing, mayors 
and ether municipal officials and representatives of many organiza- 


tions cited the disastrous effect which the system imposed by the 
Urban Renewal Administration on September 8, 1958, for the rationing 
of capital grant authority is having on the urban renewal program. 


Under the rationing system, the maximum amount of capital grant 
reservations for projects in a locality established in any 1 year is 
predicated upon the city’s population, irrespective of the size of the 
projects or their realistic capital grant needs. 

As a consequence, many communities with applications already 
pending were required to scale back projects, often contrary to sound 
planning principles, or to withdraw their applications completely. 
Other communities were precluded or discouraged by the rationing 
formula from filing new applications. Continuation of the rationin 
system would cost the country some of the finest urban renewa 
projects which should be undertaken. 

Accordingly, your committee is of the opinion that the reservation 
of capital grant authority should be placed on the first-come, first- 
served basis in effect prior to the imposition of rationing. Section 404 
of the committee substitute is designed to achieve this purpose by 
prohibiting limitations on the amount of financial assistance to locali- 
ties (except as provided by law), requiring the processing of applica- 
tions in the order of their receipt, and prohibiting limitations on the 
size of projects meeting other requirements of the Housing Act of 
1949, as amended. 


Loan authorization 


A serious limitation exists with respect to the aggregate amount of 
loan contracts which the Housing and Home Finance Agency may 
have outstanding at any one time. At the present time, the Adminis- 
trator of the Housing and Home Finance Agency is authorized to 
borrow up to $1,000 million to make planning advances, temporary 
loans, and definitive loans. This loan authorization will be com- 
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pletely utilized by the end of the current fiscal year unless it is increased 
or otherwise revised. 

By far the largest category of assistance for which the loan authori- 
zation is utilized is the temporary loan. In actual practice, a tem- 
porary loan takes the form of a contractual commitment to lend 
Federal funds. In most cases, the local public agency pledges this 
commitment as security for borrowing the necessary funds in the 
private market. As a result, the actual disbursement of Federal loan 
funds is only a small fraction of total commitments. However, all 
commitments, whether or not Federal loan funds are actually dis- 
bursed, are charged against the total loan authorization. 

The Administration recommends, and your committee agrees, that 
the statutory borrowing authority not be increased. Instead, it is 

roposed that obligations chargeable to the existing $1,000 million 
oan authorization be redefined as the aggregate estimated amount of 
borrowings by the Administrator from the Treasury outstanding at 
any one time for the purpose of making disbursements for planning 
advances and for project expenditures for which the local public agency 
does not obtain private funds through Federal-guaranteed borrowings. 
Section 403 of the committee substitute would make this change. It 
would also require local public agencies to obtain project financing 
through non-Federal sources if such loans are obtainable at no greater 
cost. 


Relocation payments 


Under existing law, individuals, families, and businesses displaced 
from an urban renewal area are not eligible for relocation payments 
where their displacement results from the activities of a public body 
other than the local renewal agency or from a program of code enforce- 
ment or voluntary rehabilitation. Thus a family displaced from a 
highway right-of-way within an urban renewal area assembled by the 
highway agency rather than the renewal agency would be ineligible 
to receive a relocation payment, although their neighbors across the 
street or in the same block may be receiving such assistance. 

Section 405 of the committee substitute would correct this equity 
by extending eligibility for relocation payments to displacees from 
urban renewal areas as a result of acquisition by any public agency: or 
of code enforcement activities in connection with an urban renewal 
project or of a program of voluntary rehabilitation pursuant to an 
urban renewal plan. 

This section would also increase the maximum relocation payment 
for displaced individuals and families from $100 to $200 and for dis- 

laced businesses from $2,500 to $3,000. Testimony received by the 

ubcommittee on Housing indicated that in some localities the existing 
ceilings result in hardships in many cases. It should be noted that in 
most instances, the actual payments are substantially below the 
statutory maximum. 


Public housing in urban renewal areas 


The committee substitute includes a provision to facilitate the use 
of urban renewal sites for low-rent housing. This is highly desirable 
since it will in many cases provide a suitable use for such sites, and 
will enable low income families to continue to live in neighborhoods to 
which they are accustomed and which are convenient to their em- 
ployment. 
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Under present laws when a low-rent project is located outside of a 
renewal site the entire site cost is borne by the Federal Government 
through the payment of annual contributions, and the local contribu- 
tion is limited to tax exemption of. the low-rent housing. But if 
located within a renewal site the locality under present law must 

ant not only tax exemption but also pay one-third of the write- 

own in site cost. 

As a result of this duplicate subsidy, renewal sites have been used for 
low-rent projects in only two or three instances. The committee 
substitute purposes to eliminate this duplication by accepting the 
tax exemption in lieu of the one-third share in writedown not required. 

Under the new proposals, urban renewal land will be made available 
to low-rent housing at exactly the same price as if it was sold to private 
developers. Since it will be. acquired at its written down ces the 
local housing authorities and PHA will be able to develop less crowded 
projects with densities more in keeping with local desires. 


Nonresidential redevelopment 


Under existing law, urban renewal areas are generally required to be 
predominantly residential before redevelopment or they must be 
redeveloped for predominantly residential uses. The Housing Act 
of 1949 contains an exception to this “predominantly residential’’ 
requirement under which 10 percent of the total capital grant authori- 
zation may be used for projects in which the urban renewal area is 
not predominantly residential and which are to be redeveloped for 
nonresidential uses, providing such areas contain a substantial number 
of slum or blighted dwellings. This “substantial’’ residential require- 
ment has been defined administratively as 20 percent. 

Witnesses before the Subcommittee on Housing urged that the 
percentage of capital grant authority which may . used for these 
nonresidential “exception” projects be substantially increased. 

Your committee has consistently regarded the primary objective of 
the urban renewal program as the elimination of residential slums and 
blight and the provision of safe and sanitary housing. However, it 
recognizes that there exist in many communities blighted and slum 
areas which contain few, if any, substandard dwelling units and for 
which the appropriate new use after redevelopment is nonresidential. 
Many of these areas are located in the very hearts of our cities and 
contain structurally deteriorated and functionally obsolete office 
buildings, factories, stores, and warehouses. These areas drain the 
economic resources of our cities and preclude the provision of decent 
living and working environments. 

In the opinion of your committee, the objectives of the urban 
renewal program would be furthered by an increase from 10 to 20 
percent in the amount of the total future capital grant authorization 
which may be used for nonresidential exception projects. Section 409 
of the committee substitute would so provide. 

Under the increase of $1.5 billion in title I slum clearance funds 
proposed by the committee substitute, this would mean that $300 
million could be made available to redevelop blighted areas without 
regard to residential requirements. 

n addition, this section would eliminate the substantial residential 
requirement with respect to such projects. The Subcommittee on 
Housing received testimony that this requirement has resulted in 
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cumbersome administrative procedures and hairline administrative 
decisions which tend to hinder the effective development of such 
projects, 


Noncash local grant-in-aid 


The local share of the net cost of urban renewal projects is met by 
the provision of cash grants or by the construction of public improve- 
ments and community facilities designed to serve the urban renewal 
area (noncash local grants-in-aid). 

The Subcommittee on Housing received testimony that many 
communities are unable to delay the construction of planned public 
improvements and community facilities until the start of an urban 
renewal project in the area in which they are to be located. The 
accumulated backlog of public works in these communities often 
dictates the start of these improvements and facilities at the same 
time the community is setting up its urban renewal program or is 
engaged in urban renewal activities elsewhere in the locality. 

our committee is of the opinion that communities should not be 
penalized because of the necessity for providing public improvements 
and facilities simply because their construction cannot be delayed 
until Federal recognition of an urban renewal project. Section 410 
of the bill would permit the Administrator to accept, as noncash local 
grants-in-aid, public improvements and facilities, the construction of 
which was commenced not more than 5 years prior to the grant 
contract for the project to which such improvements and facilities 
are related, provided such improvements and facilities conform to a 
previously approved community renewal program. 


Urban renewal projects involving colleges and universities 


Representatives of a number of urban colleges and universities 
testified that their institutions are being called upon to expand educa- 
tional facilities in order to provide an opportunity for higher education 
for a far greater number of students than ever before in the history of 
our Nation. In order to meet this problem, urban colleges and 
universities must overcome three difficult problems: (1) The raising 
of funds to finance the tremendous building program involved; (2) 
their “land locked” condition resulting from locations in the cores of 
our cities, with no more open campus areas available, and (3) the 
“sea” of urban blight in which many of these institutions are located. 
Urban colleges and universities, as a practical matter, find it virtuall 
impossible to assemble sites for campus expansion and for the provi- 
sion of more suitable environments without governmental assistance. 

Your committee believes that the urban renewal program should be 
adjusted to assist these institutions to achieve the essential objectives 
of expansion of facilities and creation of healthy environments com- 
patible with their academic and cultural activities. In order to en- 
courage local renewal agencies to assist in meeting these objectives, 
section 414 of the committee substitute would waive the predominant! 
residential requirement with respect to urban renewal areas in which 
land is to be made available to educational institutions. This section 
would also make eligible, as local grants-in-aid, expenditures by such 
institutions for acquisition (from other than the local public agency) 
of land in urban renewal areas and demolition of existing buildings and 
structures. 
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Urban planning assistance 

Under the urban planning assistance program, established by sec- 
tion 701 of the Housing Act of 1954, the Housing and Home Finance 
Agency is authorized to make planning grants to State planning 
agencies for the purpose of facilitating urban planning in communities 
under 25,000 population and to metropolitan and regional planning 
agencies to facilitate metropolitan and regional planning. Such grants 
cannot exceed 50 percent of the cost of such planning. This program 
has proven extremely successful and has resulted in substantial prog- 
ress in sound metropolitan and regional planning and planning for 
small communities. 

To date, $10 million has been authorized for this program. Of this 
authorization, $9,025,000 has been appropriated by the Congress. 
The Housing and Home Finance Agency estimates that, on the basis 
of applications on hand and anticipated by the end of the current 
fiscal year, existing appropriations will be exhausted. This would 
leave only $975,000 for appropriation in future years under the existing 
authorization. Section 415 of the committee substitute would in- 
crease this authorization by $10 million. 

This section would also permit the Administrator to make planning 
grants to State agencies designated by the Governor, as well as to 
State planning agencies. It would also permit planning grants for 
municipalities having populations of less than 50,000 and for groups 
of adjacent communities, either incorporated or unincorporated, hav- 
ing a total population of less than 50,000, where such communities 
have common or related urban planning problems resulting from rapid 
urbanization. 

In addition, the Administrator would be authorized to make plan- 
ning grants to State planning agencies for statewide planning directly 
related to urban needs. 


TirLteE V—Co.LieGre Housina 


Additional funds for the dormitory program 

Your committee is proud to have played a role in the legislation 
which established the college housing loan program under the Housing 
and Home Finance Agency, a program which has proved signally 
successful in helping our institutions of higher learning meet the 
serious housing neabien caused by mounting enrollments. 


We are informed that since its inauguration in 1950, the college 
housing loan program has provided essential housing for students and 
faculty members on 650 campuses, in 48 of the 49 States, plus Hawaii, 
District of Columbia and Puerto Rico. At the end of December 1958 
we were informed that the colleges under this peas had completed, 

i 


or had under construction, more than 172,115 living units to serve 
men and women students, student families and a limited number of 
faculty members. In addition, funds of that date had been reserved 
for 21,512 more units. 

In view of the continued rapid growth in our student population, 
and the new demands being made upon education by reason of develop- 
ments in science and the international scene, your committee is con- 
vinced of the necessity to provide additional funds to permit the 
continuation, and needed expansion, of this program so essential to the 
national welfare. 
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The following table shows the status of authorized funds and em- 
phasizes the need for the new authorization provided by the committee 
substitute: 

College housing loan fund, as of Dec. 31, 1968 


ORG) Suton on swt ow ues 51 wees Loe da eee} $925, 000, 000 


Committed: 
College housing dormitories 807, 450, 000 
Cigrmns ebrvied Tacmiviee 2 ee 98, 366, 000 
Hospital housing for nurses and interns________________---- 1 15, 966, 000 


Balance Dec. 31, 1958 


1 Maximum authorized for college service facilities, $100,000,000, and for hospital nurses and intern hidden 
$25,000,000 
. This money is being held for contingencies for commitments already made. No new loans will be made, 


Activity (fiscal 1958 and 1959) 
Loaned or committed: 
July 1, 1957, to Dec. 31, 1957, $134,017,000. 
Jan. 1, 1958, to June 30, 1958, $95,881,000. 
July 1, 1958, to Dee. 31, 1958, $26,083,000. 


Pending applications, Dec. 31, 1958 


Contingent reservations issued 23, 679, 000 
Applications being processed 29, 228, 000 


Total __ 52, 907, 000 

Your committee was impressed with testimony by the representa- 
tives of our institutions of higher learning which indicate that at a very 
minimum the college housing program needs $200 million for the cur- 
rent fiscal year and an additional $250 million for fiscal 1960, or a total 
of $450 million. Moreover, this total does not take into account the 
additional need to provide funds for dining halls, infirmaries, and other 
educational facilities, as well as funds for housing of student nurses 
and interns. The committee substitute would provide the absolute 
minimum needed to continue this vital program. The committee 
substitute would increase the revolving fund for college housing loans 
by $400 million. Of this increase $40 million is reserved for “other 
educational facilities’”’ (such as cafeterias and student centers), increas- 
ing the reservation for this purpose from $100 million to $140 million, 
and $40 million is reserved for student-nurse and intern housing 
facilities, increasing the reservation for this purpose from $25 million 
to $65 million. 

Your committee wishes to take note of criticisms heard that there is 
discrimination against the nurses and interns housing program under 
the present college housing loan program. While we do not have 
enough facts to prove whether this allegation is correct or not, your 
committee urges the Housing and Home Finance Administrator to 
restudy existing programs and directives to make sure that the nurses 
and interns housing program is treated fairly. 

The committee substitute would also extend eligibility under the 
college housing loan program to nonprofit cooperative corporations 
established for the sole purpose of providing housing for students. 
Your committee wishes to emphasize that this change applies only to 
bona fide nonprofit housing cooperatives and in no way can be con- 
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strued to extend to fraternities or sororities. To assure adequate 
security for the loan, the substitute would require that the note 
be cosigned by the college where any such nonprofit cooperative is 
located. 

Tithe VI—Low Rent Pusuic Hovusine 


The committee substitute extends and improves the low-rent public 
housing program which in your committee’s opinion is absolutely 
essential, not only to an effective slum clearance program, but also to 
meet the housing needs of our unfortunate families who cannot afford 
decent private housing. 

Unless the Congress acts, this vitally needed program will expire on 
June 30 of this year. Your committee regrets that the admuinistra- 
tion recommended no additional authorization of public housing and 
apparently is reconciled to killing the low-rent public housing program 
entirely. It is an indisputable fact that a large proportion of the 
millions of families now living in slums do not have sufficient income 
to afford the prices or rents which private enterprise must of necessity 
charge for decent housing in today’s market. A substantial number 
of these families will be compelled to live in the slums unless we 
continue the public housing program. 

Your committee is gravely concerned because the administration 
apparently does not understand that by opposing an extension of the 
low-rent public housing program, it is in effect placing an insuperable 
roadblock in the way of the urban renewal program. 

A large-scale public housing program is indispensable in any effective 
attack on slums and blight since a substantial number of families dis- 


laced are in the lowest income group which simply cannot afford 
ponding at rents and prices available in the competitive market. 

The Administration itself concedes that approximately half of the 
families displaced by urban renewal, highway construction, and other 
public activities cannot be rehoused except in public housing because 
of their low incomes. ‘This is clearly shown in the following table 
which presents estimates by the Administration. 


8-year (fiscal 1958, 1959, and 1960) estimate of families to be displaced by 
governmental action 


Eligible for public: housing 
Type of displacement Number of 
families ! 
Percent Number 


— renewal —_ Hh 
Eignwey progra: 
er governmental activity * 


1 Includes estimated number of single-person households of elderly individuals (66 years of age and over). 
‘ 2 oe of 70,000 furnished by the Bureau of Public Roads and adjusted to include elderly single-person 
ouseholds. 


3 Such as public construction, code enforcement, eviction of overincome tenants in public housing, dem- 
olition of temporary housing, etc. 


Source: HHFA. 


Your committee is also greatly concerned over the slowdown in the 
low-rent public housing program which has occurred over the past 
several years. For example, of the 70,000 additional units authorized 
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in the Housing Act of 1956, only about 30,000 units have been placed 
under annual contributions contracts. This slowdown in the program 
has occurred in a period when the need for low-rent public Sade 
far from lessening, has grown increasingly acute as a result of the 
increasing volume of family displacements caused by the stepped-up 
activity under urban renewal, highway construction, and other public 
improvement programs. 

Your committee is convinced by irrefutable evidence that a major 
cause of the present slowdown has been the overfederalization of the 
program. Your committee is concerned because the judgments of the 
Federal officials have too often been substituted in their entirety for 
those of the local community. 

Your committee is concerned because there is a growing resentment 
on the part of the local commissioners to be required to serve as mere 
rubberstamps of the Public Housing Administration, and we are 
informed that it is becoming increasingly difficult for high-caliber 
community leaders to assume responsibility for a program dominated 
and smothered by the Public Housing Administration in Washington. 
Your committee has therefore included a declaration of policy which 
will give more initiative and autonomy to the local housing authori- 
ties, so that the additional units authorized in the bill can be put 
under construction without delay. The declaration of policy is dis- 
cussed more fully in later paragraphs. 

Another previously discussed amendment in the committee sub- 
stitute will unquestionably increase the present dismally low rate of 
construction. This is the amendment discussed under title IV of the 
committee substitute which is designed to remove the present im- 
pediment to the use of urban renewal Riles for low-rent public housing 
construction. 

In addition to the matters included in the new policy statements the 
American Institute of Architects has called attention to the sterility of 
design and the absence of innovation due to the imposition of rigid 
Federal standards and requirements. It is the expectation of your 
committee that the PHA will reexamine its development requirements 
and actively encourage new and fresh solutions in the design of projects 
that will make them more locally acceptable. 


Additional unit authorizations 

The committee substitute authorizes the construction of 35,000 
additional low-rent public housing units annually. Your committee 
believes that this is the absolute minimum needed to meet the housing 
demand of low-income families displaced by slum clearance, highway 
construction, and other public improvement programs. In fact, your 
committee is concerned whether this rate of authorization is of suffi- 
cient magnitude to do the necessary job, and we have instructed the 
Subcommittee on Housing to study this special problem with care 
so as to give guidance to your committee when the 2d session of the 
86th Congress convenes next year. 

The additional authorization of 35,000 units annually, of course, 
does not run on indefinitely. The basic 1949 Housing Act provided 
for a long-range public housing program of 810,000 units. Your com- 
mittee understands that of this basic total approximately 400,000 units 
have been constructed or are under contract. Theoretically the 
committee substitute would authorize the construction of approxi- 
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mately 400,000 additional units, but as a practical matter this is not 
the case since the committee substitute proposes no increase in the 
subsidy amounts authorized in the original act. Construction costs 
have risen greatly since the amount of the original subsidies was 
determined, and your committee is informed that at present cost levels 
the subsidies permitted under existing law would permit construction 
of approximately 145,000 units, in addition to those provided for in 
existing law. Thus the committee subsitute, by authorizing 35,000 
units annually, would in effect provide a program of about 4 years’ 
duration. 


Declaration of policy 

Section 601 of the committee substitute would amend section 1 of 
the U.S. Housing Act of 1937 by adding several new policy objectives. 
These include statements that adequate provision of housing for larger 
families and for elderly persons be made; also a statement that maxi- 
mum responsibility in the administration of the program be vested in 
the local public housing agencies with due consideration to accomplish- 
ing the objectives of the act while effecting economies. 

The committee was impressed with the vital importance of the local 
public housing agencies assuming maximum responsibility in the 
administration of the program, including responsibility for such 
matters as management budgets, auditing, tenant eligibility, and 
rents. In vesting them with these responsibilities, the committee 
expects the local public housing agencies to administer their programs 
so as to promote serviceability, efficiency, and economy as required 
by the act. 

Your committee considered carefully the question of whether to 


bestow more local autonomy by an express statutory transfer of 
authority. We concluded that such action was unnecessary in view 
of assurances by the Public Housing Administration that the desired 
objectives could be accomplished by changes in administrative pro- 
cedures and practices. The following letters from the Commissioner 
of the Public Housing Administration set forth those assurances: 


Pustic Housing ADMINISTRATION, 
Hovusine AND Home Finance AGENCy, 
Washington, D.C., February 4, 1959. 
Hon. AtBert Ratrns, 
House of Representatives, Washington, D.C. 

Dear ConGrEssMAN Rarns: This will thank you for the courtesies 
extended today and confirm our discussions regarding pending housing 
legislation, particularly with respect to auditing and budgeting opera- 
tions of the local housing authorities. 

The modification of present Federal practice with respect to fiscal 
auditing, and budgetary review and approval desired by local housing 
authorities can best be accomplished, in my judgment, administratively 
under a new policy mandate established by the Congress. This pro- 
cedure would have advantage both to the Federal and local interest 
in the administration of the low-rent housing program. 

With respect to fiscal audits, the provision which now precludes a 
local housing authority from securing an independent audit from a 
qualified public accountant is contained not in the statute but in sec- 
tion 311(B) of the standard form of annual contributions contract 
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between the Public Housing Administration and local housing authori- 
ties. This section can be waived so as to permit a local housing 
authority, should it so desire, to obtain its own audit and treat the 
cost thereof as an eligible operating expense. By retaining adminis- 
trative flexibility, we could satisfy the desires of local housing authori- 
ties and at the same time not interfere with the staffing and programing 
of PHA fiscal audits as would result were each local housing authority 
in a position to elect shortly before the beginning of each fiscal year 
to have a private or PHA fiscal audit. With administrative flexibility, 
the amount of advance notice required of local housing authorities 
could be varied from time to time so that the joint objective of local 
option and an orderly PHA audit program could be achieved. 

With respect to budgetary review and approval, this also is a re- 
quirement of the annual contributions contract and not a specific 
provision of the law. Last year PHA adopted a completely modified 
and improved budget system. Many local housing authorities have 
expressed their satisfaction with it, and we have been commended 
for its installation. Indeed, when I met with committees of local 
housing authority commissioners throughout the country during 1958, 
I discussed with them the desirability of PHA’s relinquishing the 
approval of local housing authority operating budgets. There were 
differing viewpoints. Some commissioners felt that properly they 
should have and would welcome full responsibility and authority 
over their operating budgets. Others, however, felt that they 
needed and welbendt PHA’s review and comments. 

Again, these viewpoints can be reconciled administratively. Local 
housing authorities could file their budgets with PHA. This is re- 
quired so that PHA can prepare intelligent forecasts of annual con- 
tributions requirements. The PHA staff could then review and 
furnish the local housing authority commissioners with comments 
and suggestions on the local housing authority’s operating plans and 
costs. The local housing authority commissioners would then be in 
a position to consider the proposals of their own staff, the PHA com- 
ments, and make their own decision. This would provide both local 
independence and discretion and Federal advice and assistance. 

To my mind, this administrative practice would be preferable to 
legislative changes in the statute, coupled with a directive to change 
all existing annual contributions contracts to incorporate them, for 
one very cogent reason. This procedure is experimental. If instituted 
by precise legislative requirements and contract modification, should 
the Congress subsequently become dissatisfied with the results, it 
would be unable to restore the status quo since local housing author- 
ities would be protecied by contract even against the power of the 
Congress. On the other hand, should this innovation in Federal 
practice be instituted administratively under congressional mandate, 
coupled with the requirement to report the results back to the Congress 
after an experimental period, say of 2 years’ duration, there would be 
no contractual barrier to the Congress exercising its judgment and 
authority as it deems best suited to the public interest. 

Further, by following the administrative route, should any particular 
situation arise which calls for prompt action in the interest of the low- 
rent housing program, these waivers could be withdrawn in the specific 
situation. It is unlikely that such a situation would occur but freedom 
to move might be essential under what are now unforeseeable circum- 
stances. 
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To effectuate this arrangement, we would suggest the inclusion in 
legislation of language in the U.S. Housing Act directing the Public 
Housing Commissioner to vest the power in local housing authority 
commissioners to exercise their judgement with respect to the opera- 
tions of the low-rent housing program to the maximum extent com- 
patible with the accomplishment of the objectives and provisions of the 
statute. This legislative change, coupled with a statement in the 
committee report setting forth the above outlined administrative 
modifications in PHA procedure and practice, would assure the 
institution of the changes and give the Congress an opportunity to 
evaluate the results. 

As you know, the Senate committee formally approved these sug- 
gestions, and in its report to the Senate discussed them fully on pages 
34 through 36. The bill which the committee reported to the Sen- 
ate (S. 57) contains language to give effect to these methods of 
administering these selina which is contained in section 401, 
reading as follows: 

“Tt is the policy to vest in the local public agencies the maximum 
amount of responsibility in the administration of the low-rent program 
with due consideration to accomplishing the objectives of tbis act 
while effecting economies.” 

Should these suggestions commend themselves to you, we should be 
happy to meet with your staff to work out the technical details 
involved. 

Sincerely yours, 
Cuarues E. Stusser, Commissioner. 


Pus.tic Housing ADMINISTRATION, 
Hovusina AND Home Finance AGENCY, 
Washington, D.C., February 5, 1959. 
To: Congressman Albert Rains. 
From: Charles E. Slusser, Commissioner, Public Housing Adminis- 
tration. 
Subject: Federally aided low-rent housing program. 

This is with further reference to our discussions on yesterday regard- 
ing the low-rent housing program, particularly with respect to tenant 
eligibility. 

Whether the program serves a public purpose depends solely on the 
laws governing tenant eligibility and their administration. Hence, 
such laws (and their administration) are of paramount importance. 

We are convinced that much of the problem in administering this 
phase of the program stems directly from efforts to define “low-income 
family’’ for application on a national basis; also from attempts to 
establish rents and exemptions from income for uniform application 
in the 40-odd States and Territories participating in the program. 
This is done under the present law through provisions which establish 
a rigid rent-income ratio of 20 percent of tenant’s income for national 
administration. The law then attempts to relieve hardships resulting 
from this formula by watering down “tenant income” for both eligibil- 
ity and rent purposes through authorizing exemptions from such in- 
come. This results in the occupancy of projects in some localities 
and individual cases by tenants who are pi not of low income in 
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their locality. In other cases the rental required by the law forces 
eligible and deserving families to remain in or return to the slums. 

It is our studied opinion that all aspects of tenant eligibility, includ- 
ing income limits for admission and continued occupancy, exemptions 
from income for both eligibility and rental purposes, and rental should 
be determined on a locality basis. We would recommend that the 
law by sufficiently flexible to permit each local authority to establish 
policies for either class or individual application in accordance with 
the conditions prevailing in their particular locality and with respect 
to an individual family or families. 

We believe that maximum responsibility should be placed on the 
local authorities in the administration of these phases of the program. 
Certainly the local authority is in the best position to know what 
constitutes a “low-income family” in its particular community. We 
are satisfied that a substantial number of local authorities would 
administer these matters so as to accomplish the purposes and objec- 
tives of the program. 

However, we cannot ignore the fact that a single abuse, such as 
the admission of ineligible families, could result in a State supreme 
court decision nullifying the program for the entire State. To avoid 
this, minimum supervision is mandatory. ‘This may be accomplished 
by continuing Federal approval of income limits and rents. We 
would recommend, however, that the exercise of these functions be 
limited to (i) preventing abuse, (ii) insuring solvency of the program, 
(iii) providing an advisory service which is particularly desired and 
needed by the small local authorities. 

We are attaching a copy of a simple amendment to the basic law 
which would permit establishment of eligibility and related matters 
on a locality basis. This amendment could be substituted for section 
603 of H.R. 2357. 

To give effect to local autonomy in the administration of these mat- 
ters, we would suggest that section 601 of H.R. 2357 contain a state- 
ment substantially as follows: 

“In the administration of low-rent housing it shall be the policy that 
tenant eligibility, income limits, and rents be established on a locality 
basis. In the administration of these phases of the program maximum 
responsibility shall be vested in the local public agencies.” 

These proposed changes in the law would not disturb the so-called 
gap provisions contained in section 15(7) of the act which are designed 
to prevent the program from encroaching into the areas of housing 
properly reserved for private enterprise. ‘They also would not affect 
the provisions of section 502(B) of the Housing Act of 1948 which 
make payments made by the Government for disability or death 
occurring in connection with military service an exemption at the local 
authority’s option. 

Cuarues E. Stusser, Commissioner. 


[Attachment] 


Paragraph (1) of section 2.of the U.S. Housing Act of 1937 
is amended by striking out the second sentence thereof and in- 
serting in lieu thereof the following: 

“The dwellings in low-rent housing shall be available solely 
for families of low income. Income limits for occupancy 
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and rents shall be fixed by the public housing agency and 
approved by the Authority after taking into consideration 
(i) the family size, composition, age, physical handicaps, and 
other factors which might affect the rent-paying ability of 
the family; and (ii) the economic factors which affect the 
financial stability and solvency of the project.”’ 


Your committee understands that the Commissioner of the Public 
Housing Administration will authorize local public housing agencies, 
at their option, to compile and approve their own management budgets 
and to undertake their own auditing. The committee understands 
that this will be done upon an experimental basis and the results will 
be duly reported to the Congress within 2 years. 

It is the understanding of the committee that for the next 2 years 
the Public Housing Administration will not require that the local 
authority budgets be approved by the Public Housing Administration, 
and will for this period waive any requirements to this effect in exist- 
ing contracts. It is further understood that the local authorities will 
be free to elect whether to prepare their budgets on a consolidated or 
an individual financial assistance contract basis. The budgets of the 
local public housing agencies after adoption, but before the commence- 
ment of the fiscal year to which they apply, will be submitted to the 
Public Housing Administration for its information and for advisory 
comments which appear pertinent. In the event of flagrant abuse by 
any local authority the Public Housing Administration will be free to 
terminate the waiver in respect to such local authority and enforce the 
provisions of existing contracts. The committee endorses this experi- 
ment and recommends against disturbing the present framework of 
the law pending an evaluation of the results achieved. 

In accordance with the suggestions in the Commissioner’s letter it is 
further understood that local authorities may at their option secure 
their own independent audits from qualified public accountants, and 
treat the cost thereof as an eligible operating expense. The Public 
Housing Administration and the Comptroller General would continue 
to have the right to make post audits on the operation of local public 
agencies. 

The committee also believes that the local public housing agency is 
in the best position to determine what constitutes a “low-income 
family” in its particular community and the rents which these families 
can afford to pay. For this reason, it recommends that initial respon- 
sibility be placed in such agencies in these aspects of the program. 
The committee believes that the limited supervision of income limits 
and rents provided herein is the appropriate Federal role in this con- 
nection. 


Rents and income limits 


Section 603 deals with tenant eligibility and rents. The pertinent 
recommended amendment provides that income limits for tenants 
of low-rent projects and rentals paid by such tenants shall be fixed 
by the local public housing agency, after taking into consideration 
(a) family size, composition, age, physical handicaps, and other factors 
which might affect rent-paying ability, and (b) the economic factors 
which affect the financial stability and solvency of the project. 

It is intended by your committee that the local public housing 
agencies shall have the fullest responsibility in determining income 
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limits for admission and continued occupancy, that they shall establish 
appropriate exemptions from incomes to be allowed in applying such 
limits, and that they shall set the rents to be charged. 

Such determinations shall be submitted to the Public Housing 
Administration for its review and approval, taking into account in 
such approval only the maintenance of the low income character of the 
projects and their financial solvency. 

This section also would amend paragraph (7)(b) of section 15 of the 
act to reduce the gap which must be maintained between the rentals 
for admission to the projects and the lowest rent at which privately 
owned housing is available in the locality from 20 percent to 10 percent 
in the case of low-income families who are forced to move because of 
urban renewal, highway, or other public project or action. Your 
committee believes that this amendment will substantially aid in the 
relocation problems of low-income displaced families and yet prevent 
the low-rent housing program from encroaching on the areas of the 
housing industry which are properly reserved to private enterprise. 


Elderly families 


Section 604 would make low-income single elderly persons eligible 
for occupancy in low-rent housing at the age established from time to 
time in the Social Security Act for retirement purposes under such act. 
It also would permit admission to low-rent projects of any low-income 
single person who has attained the age and is under a disability 
as defined in section 223 of the Social Security Act. 

The immediate effect of this amendment would be to make low- 
income single women eligible for admission to low-rent projects at the 
age of 62 instead of 65. It also would make any low-income single 
person who is totally disabled eligible at the age of 50. It would 
not affect the present requirements as to low-income single men who 
are now eligible for admission to public housing at the age of 65. 

Your committee believes that the principles for fixing the age for 
retirement under social security are equally appropriate for purposes 
of determining the age at which low-income single persons would be 
eligible for admission to low-rent housing and recommends that these 
two Federal benefits to the elderly citizen be synchronized as to age 
requirements. By adopting the retirement age as fixed from time to 
time under the Social Security Act as the age at which low-income 
single persons are eligible for admission to low-rent housing all further 
amendment to the Housing Act to keep the age requirements of the 
two programs uniform may be avoided. 

Your committee is aware that the low-rent program does not have 
either the facilities, funds, or authority to provide nursing or infirmary 
services. It assumes that any such services which may be required 
by disabled persons who are admitted to low-rent projects will be 
provided by the organizations, public or private, which normally 
render these services. 


Amendment of existing contracts 

Section 607 would require the PHA to modify existing contracts 
upon the request of local authorities in order to make available to 
them the provisions in this bill. This section would make it possible 
for local authorities to bring their existing contracts into conformity 
with the new legislation. In amending ‘‘any or all of its contracts”’ 
local public housing agencies which now have separate contracts 
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for individual projects or groups of projects may elect to maintain 
such separation in the amended contracts to which they are entitled 
under this section. 


Tirte VII—Armerp Srrvices Hovusine 


Extension of program to September 30, 1960 


Section 701(a) amends section 803(a) of the National Housing Act 
to extend the military housing program until September 30, 1960. 

The Office of the Secretary of Defense has advised that as of Feb- 
ruary 2, 1959, a total of 91,092 units had been approved for develop- 
ment under title VIII program. 

As shown more fully in the following summary, these units are in 
the following stages of development: 





Completed 

Under contract 

Bidder accepted 

Advertised 

Under development or review 


The committce believes, on the whole, the military services and 
the Department of Defense have developed this program in a most 
satisfactory manner despite many handicaps. From an on-the-site 
observation of a fair sampling of this housing it has been found that 
the program is providing good housing at a cost, under present-day 
conditions, which cannot be fairly criticized. The program is needed 
and should be extended. 


Maximum maturity 

Section 701(b) amends section 803(b)(3) of the National Housing 
Act by extending the maximum maturity of a loan insured under this 
section from 25 years to 30 years. 


Reduction of mortgage insurance premium on acquired housing 

Section 701(c) amends section 803(c) of the National Housing Act 
by authorizing the FHA Commissioner to reduce the amount of the 
mortgage insurance premium below one-half of 1 percent for mort- 
gages on Wherry projects acquired by the Department of Defense. 
The present premium of one-half of 1 percent, the minimum now 
authorized by law, appears unnecessarily high, since the risk of loss 
is virtually eliminated when the Secretary of Defense acquires the 
projects and assumes the mortgage or takes the property subject to 
the mortgage. 
Overtime pay 

Section 701(d) amends section 803 of the National Housing Act by 
adding a new subsection (k) which would require that laborers and 
mechanics employed on military housing projects, the mortgages of 
which are insured by the Federal Government, shall receive overtime 
pay at the rate of 1% times the regular rate of pay for hours worked 
in excess of 8 in any 1 day or in excess of 40 in any 1 week. 
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Acquisition of rental housing projects 

Section 702 (a) amends section 404 (a) of the Housing Amendments 
of 1955 in order to permit the Secretary of Defense to acquire FHA 
section 207 rental projects, if completed prior to July 1, 1952, and 
certified by Department of Defense as necessary for military housing 
purposes. 

The Department of Defense opposed the enactment of this section 
on the grounds that housing of this type generally will not meet the 
standards prescribed for public quarters. The attention of the 
Department is directed to section 403(f) of the Housing Act of 1956 
which provides that housing acquired under this section may be used 
as rental housing until it can be renovated so as to meet minimum 
standards. If it is uneconomical to renovate this housing to meet 
public quarters standards the committee sees no objection ‘to leasing 
it as rental quarters. 

The Department’s attention is also directed to section 404(g) of the 
Housing Amendments of 1955 which establishes a revolving fund which 
is to be used for paying for housing and related property acquired 
under section 404 of the Housing Amendments of 1955. The fund is 
used in paying for other expenses involved in the acquisition, includ- 
ing such expenses incurred in the alteration, improvement, rehabilita- 
tion, and repair of such housing acquired. The committee wishes to 
make it clear that subsection (g) applies equally to any section 207 
housing acquired. 

Section 702(b) amends section 404(b) of the Housing Amendments 
of 1955 to require that all housing financed with mortgages insured 
under the provisions of title VIII of the National Housing Act as in 
effect prior to the Housing Amendments of 1955 (Wherry housing), 
or financed with mortgages insured under section 207 of the National 
Housing Act as discussed above, be acquired if the housing is located 
at or near military installations which the Secretary of Defense or his 
one determines to be a permanent military installation or where 

Capehart housing is being constructed. The law, heretofore, required 
only the acquisition of all Wherry housing which is located at or near 
a military installation where the construction of Capehart housing has 
been approved by the Secretary. 

Section 702(c) ‘amends section 407(f) of the act entitled “An act to 
authorize certain construction at military installations, and for other 
purposes,”’ approved August 30, 1957, in order to exempt FHA section 
207 rental projects covered by this section from being declared ‘‘sub- 
standard” because the units in such projects do not meet minimum 
floor area prescribed for other military housing. 


Determination of just compensation in Wherry condemnation cases 


Section 703(a) amends section 404(c)(1) of the Housing Amend- 
ments of 1955 and would direct the arbitration commission to give full 
consideration to replacement costs and depreciation as well as to all 
other elements of value that can be appropriately applied to Wherry 
property in determining just compensation. This action by the com- 
mittee is believed to be warranted in light of information coming to 
its attention that the Department of Justice has argued that the 
courts should consider only one element of value, capitalization of 
rents, in evaluating a Wherry owners’ interest. This contention is 
unsound and unsupportable. Just compensation should not be de- 
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termined by selecting any one formula of valuation but rather all 
elements of value should be considered. In this connection, the 
committee has noted that the U.S. District Court for the Eastern 
District of Illinois in the Chanute case, which involved the condemna- 
tion of a Wherry project, considered as elements of value (1) original 
cost; (2) reproduction (replacement) cost; (3) depreciation; and (4) 
capitalization of rental income in determining its award of just 
compensation. 


Continued negotiations after institution of condemnation proceedings 


Section 703(b) also would amend section 404(c)(1) of the Housing 
Amendments of 1955 by permitting the Secretary of Defense or his 
designee and the owner of the Wherry leasehold interest to continue 
negotiations after the institution of condemnation proceedings prior 
to final judgment. If these parties succeed in negotiating an agree- 
ment for the acquisition of such property the Attorney General, upon 
proper notification thereof, shall take such steps as necessary to move 
for the dismissal of the condemnation proceedings. Any agreement 
reached between these two parties would be Binding upon both, 
including the Department of Justice, provided such agreement is 
ratified by the court. The committee wishes to emphasize, however, 
that the decision to dismiss the proceedings rests entirely within the 
discretion of the court trying the condemnation suit. These pro- 
visions would apply to condemnation cases which have not reached 
final judgment. 


Deposit of gust compensation 
Section 704 amends section 404(c)(2) of the Housing Amendments 


of 1955 and would require the Secretary of Defense or his designee, 
upon the filing of a declaration of taking on a Wherry project to 
deposit with the court an amount at least equal to the FHA estimate 
of replacement cost of the property as of the date of final endorsement 
less the principal obligation of the mortgage outstanding at the time 
possession is surrendered to the United States. 

Complaints have reached the committee that estimates of just 
compensation by the military services have been but a small fraction 
of the value of the owner’s interest in the property. This practice 
is obviously unfair. The committee believes that the Government 
will be fully protected under this new requirement since only 75 per- 
cent of the amount deposited with the court will be paid to the owner. 
Secondly, the estimate of replacement cost by the Commissioner as of 
the date of final endorsement of mortgage does not reflect cost in- 
creases from that date to the date of surrender of the property to the 
Government, and in many instances this estimate does not include 
cost increases during the construction period. Consequently present 
day replacement cost estimates on similar property would be at least 
20 percent higher. 

The committee is not unmindful of the criticism directed against 
two of the military departments for not earnestly attempting to 
negotiate the acquisition of Wherry housing. Statistically, and noting 
the amount of condemnation awards recently handed down by the 
courts, it would appear this criticism is justified. The committee 
requests that the Department of Defense reexamine the procedures 
followed by the military services in negotiating for the purchase of 
Wherry projects in light of the recent condemnation awards handed 
down by various U.S. district courts. 
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Treatment of existing mortgages 

Section 705 amends section 404(e) of the Housing Amendments of 
1955 to make it clear that in acquiring such housing the Secretary of 
Defense may assume or acquire the property subject to any existing 
mortgage. 

Section 404 of the Housing Amendments of 1955 provides clear 
authority for the condemnation of Wherry projects. This section 
also contains several provisions which clearly contemplate that in 
any acquisition, whether effected by negotiation or condemnation, 
the Secretary or his designee could assume or acquire subject to any 
existing mortgage. 

In order that congressional intent on this subject may be more 
explicitly set forth in the basic acquisition statute the committee 
has amended section 404(e) of the Housing Amendments of 1955 
to give the Secretary of Defense or his designee express authority 
to assume or acquire subject to any existing mortgage on such housing. 
This authority applies to all housing acquired or to be acquired under 
section 404 of the Housing Amendments of 1955. 


New FHA program for housing near military bases 

Section 706 would add a new section 810 to title VIII of the National 
Housing Act. This new section would authorize the FHA Commis- 
sioner to insure mortgages on proposed single-family and multifamily 
housing to be offered to military personnel and essential civilian 
employees of the armed services for rental or for purchase. The 
FHA Commissioner would insure such mortgages only after the 
Secretary of Defense, or his designee, certifies that (1) the housin 
covered by such mortgage is necessary in the interest of nationa 
defense to house military personnel or essential civilian employees of 
the armed services or contractors thereof; (2) there is no present 
intent to curtail the number of such personnel assigned to the installa- 
tion; (3) adequate housing is not available for such personnel at 
reasonable rentals within reasonable commuting distance of such 
installation; and (4) the mortgaged property will not, so far as can 
be reasonably foreseen, substantially curtail occupancy in any 
existing housing in the vicinity of the installation if such housing is 
covered by mortgages insured under this act. 

The Commissioner would be authorized to accept any mortgage for 
insurance without regard to the established test of economic soundness 
used in the underwriting practices of FHA with regard to the section 
203 (sales housing) or section 207 (rental housing) programs. The 
Commissioner, however, may require the Secretary of Defense 'to 
eae the FHA against loss, if he believes that such proposed 

ousing is an unacceptable risk. The program would be limited to 
4,000 dwelling units including all units in multifamily projects and 
individual dwellings. Properties covered by a mortgage insured under 
the provisions of this section would be held for rental purposes for a 
period of not less than 5 years from the date such project or dwelling 
is made available for initial occupancy, or until the Secretary of 
Defense releases the projects or dwellings from such rental requirement. 

The proposed section 810 parallels previous programs under sections 
903 and 908 in its broad objectives. However, the proposed section 
810, by requiring all housing to be built by corporate mortgagors who 
are controlled by FHA, prevents an abusive situation which occa- 
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sionally developed with respect to section 903 operations. Under the 
section 810 proposal, FHA would maintain corporate control over the 
mortgagors and would have a blanket mortgage. This would have the 
advantage of permitting FHA to control the ac tions of the mortgagor 
with respect to sale of individual dwellings or ‘‘milking’’ operations 
during the life of the blanket mortgage. 

The committee has been advised that there are still many localities 
near and adjacent to military installations where the need for adequate 
housing has not been met. The principal reason for this, we under- 
stand, is that FHA is unable to insure mortgages on housing under its 
section 203 (sales housing) and section 207 (rental housing) programs 
in these areas in sufficient numbers because of the requirement that the 
Commissioner must apply a test of economic soundness to the pro- 
posed housing. While section 809 of the National Housing Act 
offers some degree of relief to this problem it can be used only at those 
military installations with research or development activities. 

Many of our military installations are located in areas remote from 
large- and medium-sized cities which have diversified industry and 
services. The military installation, in such instances, becomes the 
only major employer in the community. It is further known that no 
one can predict with certainty how long a given military installation 
may remain fully activated or when it will be reduced or closed. 
Consequently, FHA has consistently held that a community adjacent 
to a military installation, with no other major source of employment 
for its residents is a one-industry community. A one-industry com- 
munity does not meet the test of economic soundness as presently 
administered by FHA. Consequently FHA will not insure mortgages 
on housing in such areas in excess of the amount estimated to be needed 
for the normal growth of the community. In estimating this need, 
FHA will not consider the demand for housing which is solely attribu- 
table to persons employed at the military installation. 

To require FHA to approve mortgage insurance in the so-called 
one-industry locations under the standards of economic soundness 
which prevail in the section 203 and 207 programs would distort an 
insurance risk standard which has been accepted generally as a sound 
one and having a somewhat precise meaning. Rather than force 
FHA to distort the established methods of underwriting, FHA is 
being given statutory authority to insure mortgages without adherence 
to the economic soundness principle. The proposed program, it is 
believed, will help to provide hobeiia for families employed and serving 
at remote military installations. Admittedly, it is a modest program, 
and it must be programed at those military installations where the 
greatest need will be served. 


Tirte VIII.—Avorpancre or ForEcLOSURE 


With the onset of the 1957-58 economic recession, your committee’s 
attention was directed toward the problem of helping deserving home- 
owners in economic distress. Your committee subscribes strongly 
to the basic principle that we should leave no stone unturned to pre- 
vent foreclosures where the borrower’s economic difficulties are caused 
by events beyond his control, and where there is a reasonable likeli- 
hood that his job and his earning power will be returned to him at 
some date in the reasonable future. 
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The Housing Subcommittee gave considerable attention to this 
problem and discovered that the FHA program is lacking in proper 
safeguards to assure that a deserving homeowner will not lose his home 
because of unemployment which is not permanent. 

In its inquiry, the subcommittee was impressed by a marked 
difference between the FHA and GI loan programs in this regard. 
The statute and regulations governing the. GI loan program are so 
geared as to encourage the lender to extend forebearance and to 
provide essential safeguards against foreclosure. 

For example, defaulted interest payments are a legitimate part of 
the lender’s claim for guarantee under the GI loan program. However, 
under the FHA program, defaulted interest payments between the 
date of default and the date of foreclosure are not properly includible 
in the FHA debentures in the event of ultimate foreclosure. They 
are, it is true, includible in the certificate of claim, but that may be 
academic from the lender’s viewpoint since the certificate of claim 
has worth only if FHA is ultimately made whole upon liquidation 
of the security. 

The committee substitute would correct this defect in the FHA 
program by permitting the Commissioner, in the case of default and 
subsequent foreclosure, to include unpaid interest in the debentures 
issued to the mortgagee. Your committee believes that this worth- 
while provision will reduce the incentive on the part of the lender to 
hasty foreclosure. 

The antiforeclosure title of the committee substitute would also 
authorize the Commissioner, as a last resort in order to avoid fore- 
closure, to acquire the mortgage in return for debentures paid to the 
mortgagee. Your committee intends that this authority would be 
exercised in those cases where the lender was either unwilling or 
unable to cooperate in curing a default. Similar authority has existed 
in the GI loan program since its inception, and your committee notes 
that it has been successfully administered with no abuses. 

Your committee wishes to emphasize that both of these measures 
designed to avert foreclosure are discretionary with the FHA Com- 
missioner. We recognize that each case must be judged by its merits 
and hesitate, therefore, to impose mandatory requirements upon the 
Commissioner. But we believe strongly that the authority bestowed 
by this title will give the Commissioner the necessary tools to encour- 
age lenders to avoid foreclosure and at the same time to p.ovide a 
court of last resort under which the Commissioner himself would 
become a mortgagee in order to help the homeowner back on his feet 
and to prevent loss of his home. 





SECTION-BY-SECTION SUMMARY OF THE BILL, AS 
REPORTED 
Short title 


The first section provides that the act may be cited as the “(Housing 
Act of 1959”. 


TITLE I—FHA INSURANCE PROGRAMS 


Section 101. Property improvement loans 


This section amends section 2(a) of the National Housing Act so 
as to extend for 1 year (until October 1, 1960) FHA’s home improve- 
ment and modernization insurance program. 


Section 102. Section 203 residential housing morigage insurance 


Subsection (a)(1) amends section 203(b) of the National Housing 
Act (the regular residential housing program) to increase the maxi- 
mum amount of an insured mortgage covering a 1-family or 2-family 
residence from $20,000 to $25,000. The maximum amount applicable 
under existing law to 3-family residences ($27,500) and 4-family 
residences ($35,000) would not be changed by the bill. 

Section (a)(2) amends section 203(b) of the National Housing Act 
to effect a moderate reduction in required downpayments. This is 
accomplished by providing that the downpayment (where the sales 
price equals appraised value) need include only 10 percent of that 
portion of appraised value between $13,500 and $18,000 and 25 per- 
cent of the amount above $18,000, instead of 15 percent of the amount 
between $13,500 and $16,000 and 30 percent of the amount above 
$16,000 as in existing law. 

Subsection (b) amends section 203(b) of the National Housing Act 
to increase the maximum maturity of mortgages insured under that 
section from 30 to 35 years. 

Subsection (c) amends section 203(b) of the National Housing Act 
to make a nonoccupant mortgagor (builder or realtor) eligible for 
mortgage insurance in the same amount as that available to an owner- 
occupant under that section, in order to facilitate trade-in financing 
and avoid duplicate closing costs, if he places 15 percent of the mort- 
gage amount in escrow to be applied to reduce the mortgage should no 
purchaser be found within 18 months. Under existing law, the 
mortgage of a nonoccupant is limited to 85 percent of the mortgage 
which an owner-occupant could obtain. 

Subsection (d) amends section 203(c) of the National Housing Act 
to lower the minimum FHA insurance premium (applicable to all of 
the title II programs) from one-half of 1 percent a year to one-fourth 
of 1 percent a year. The existing maximum FHA premium charge 
of 1 percent a year would not be changed by the bill, and the FHA 
insurance premium charge actually in effect at the present time (one- 
half of 1 percent) would continue in effect unless changed by the FHA 
Commissioner. 
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Section 103. Low-cost housing in outlying areas 


This section amends section 203(i) of the National Housing Act 
(relating to low-cost residential housing in outlying areas) to increase 
the maximum mortgage which may be insured under that section from 
$8,000 to $9,000, and to make mortgages on existing housing (as well as 
mortgages on new construction, to which existing law is limited) 
cligible for such insurance, with a reduced loan-to-value ratio (90 
percent instead of 97 percent) for existing housing less than 1 year old 
which was not subject to FHA or VA inspection during construction. 


Section 104. Section 207 rental housing insurance 


Subsection (a) amends section 207(c)(1) of the National Housing 
Act (the regular rental housing program) to increase from $12,500,000 
to $20 million the maximum amount of a mortgage which may be 
insured under that section. 

Subsection (b)(1) amends section 207(c)(2) of the National Housing 
Act to increase the maximum loan-to-value ratio for mortgages 
meee under that section from 90 percent of value to 95 percent of 
value. 

Subsection (c) amends section 207 (c)(3) of the National Housing 
Act to increase the per-room and per-unit maximum dollar amounts 
(including those applicable to elevator-type structures and high-cost 
areas) by varying amounts ranging between 10 and 30 percent, and 
to provide corresponding increases in the maximum dollar amounts 
applicable to trailer spaces and trailer courts or parks. 

Subsection (d) amends section 207(c) of the National Housing Act 
to increase the maximum interest rate for mortgages insured under 
that section from 4% percent a year to 5 percent a year. 

Subsection (e) adds a new subsection (r) to section 207 of the 
National Housing Act authorizing FHA to require mortgagors on 
housing hereafter insured under that section or any other provision 
of the National Housing Act to agree to pay FHA service charges (in 
lieu of insurance premiums) if their mortgages are later assigned to 
FHA. 

The special program for elderly family rental housing under section 
207 of the National Housing Act is not affected by the bill, and would 
continue to operate along with the new elderly family direct loan 
program established by title IT of the bill. 


Section 105. Cooperative housing insurance 


Subsection (a) amends section 213(b)(1) of the National Housing 
Act to increase from $12,500,000 to $20 million the maximum amount 
of a mortgage on cooperative housing which may be insured under that 
section. 

Subsection (b) amends section 213(b)(2) of the National Housing 
Act to increase the maximum loan ratio for mortgages insured under 
the cooperative housing insurance program from 90 percent of replace- 
ment cost to 97 percent of replacement cost in the case of cooperatives 
composed mainly of nonveterans (or from 85 to 90 percent in the case 
of investor-sponsor cooperatives), and from 95 percent of replacement 
cost to 100 percent of replacement cost in the case of veterans’ co- 
operatives. The maximum per-room and per-unit dollar amount 
limitations are also increased in amounts which are proportionate to 
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the corresponding increases made in the FHA’s regular rental housing 
program by section 104 of the bill. 

Subsection (¢c) amends section 213(d) of the National Housing Act 
to permit community facilities to be included in sales-type housing 
mortgages and to permit both community and commercial facilities 
to be included in investor-sponsor-type mortgages. Permission to 
include community or commercial facilities in cooperative housing 
mortgages is restricted under existing law to management-type 
cooperatives. 

Subsection (d) adds to section 213 of the National Housing Act a 
new subsection (i) permitting the insurance of mortgages covering 
existing dwellings where the mortgagor is a consumer cooperative, 
basing the maximum amount of such mortgages on appraised value 
rather than replacement cost and (in the case of construction com- 
menced in the future) requiring FHA inspection and compliance with 
the labor standards of the Davis-Bacon Act. 

Subsection (e) amends section 213 of the National Housing Act by 
adding subsections (j) through (n) (and makes conforming changes in 
other provisions of that act) to place the financing of the cooperative 
housing program on a mutual basis, so that refunds of premiums will 
be provided to the extent permitted by loss experience, through a 
newly created cooperative management housing insurance fund for 
financing management-type and investor-sponsor-type projects and a 
cooperative sales housing insurance fund for financing sales-type 
projects. 


Section 106. Increased mortgage amounts in Alaska, Guam, and 
Hawaii 


This section amends section 214 of the National Housing Act 
(which authorizes an additional high-cost allowance for housing in 
Alaska, Guam, and Hawaii) to make it clear that the statutory dollar 
ceilings provided by other sections of that aet for high-cost areas in 
Alaska, Guam, and Hawaii may be increased by 50 percent in the 
same way as the regular statutory dollar ceilings. 


Section 107. FHA mortgage insurance authorization 


This section amends section 217 of the National Housing Act to 
provide an additional general mortgage insurance authorization for 
FHA’s insurance programs of $6 billion to be available until July 1 
1959, and $4 billion (without carrying over any portion of such $6 
billion which is not represented by insurance granted or commitments 
made before July 1, 1959) to be available after that date. 


Section 108. Repeal of obsolete provision 
This section repeals section 218 of the National poung. Act, which 


involves section 608 mortgage insurance for which application was 
filed prior to March 1950, and which has become obsolete. 


Section 109. Section 220 mortgage insurance 
Subsection (a)(1) amends the sales housing provisions of section 220 
of the National Housing Act to make the same increases in the 
maximum amount of an insurable mortgage (from $20,000 to $25,000 
for 1-family and 2-family residences) as those which were made in the 
section 203(b) sales housing program by section 102(a)(1) of the bill. 
Subsection (a)(2) amends the sales ‘housing provisions of section 
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220 to make the same reduction in the required downpayment (10 
percent of the amount between $13,500 aia $18,000 and 25 percent 
of the amount over $18,000, instead of 15 percent of the amount 
between $13,500 and $16,000 and 30 percent of the amount over 
$16,000) as was made in the section 203(b) sales housing program by 
section 102(a)(2) of the bill. 

Subsection (a)(3) amends the sales housing provisions of section 220 
to permit a nonoccupant mortgagor to obtain a mortgage in the same 
amount as that available to an owner-occupant by placing 15 percent 
of the mortgage amount in escrow to be applied to the reduction of the 
mortgage if no purchaser is found within 18 months, the same as was 
done in the section 203(b) sales housing program by section 102(c) 
of the bill. 

Subsection (b) amends the rental housing provisions of section 220 
to increase from $12,500,000 to $20 million the maximum amount of a 
mortgage which may be insured thereunder. 

Subsection (c) amends the rental housing provisions of section 220 
to provide increases in the maximum per-room and per-unit dollar 
amount limitations (including increases applicable to elevator-type 
structures and high-cost areas) proportionate to those which were 
Peerage the section 207 rental housing program by section 104 
of the bill. 


Section 110. Section 221 relocation housing mortgage insurance 
Subsection (a) amends section 221(d)(2) of the National Housing 
Act to increase the maximum amount of an insurable mortgage on a 
single-family residence under that section from $9,000 to $10,000 in 
normal-cost areas and from $10,000 to $12,000 in high-cost areas. 


Subsection (b)(1) amends section 221(d) of such act to increase the 
dollar amount limitations per family unit for rental housing mortgages 
insured thereunder from $9,000 to $10,000 in normal-cost areas and 
from $10,000 to $12,000 in high-cost areas. 

Subsection (b)(2) amends the existing rental housing program for 
nonprofit organizations in section 221(d) to provide that the maximum 
loan ratio (which is 100 percent under existing law and would not be 
changed by the bill) shall be based on replacement cost in the case of 
new construction and on value in the case of rehabilitation projects, 
instead of on value in both cases as provided by existing law. 

Subsection (b) also amends section 221(d) to establish a new rental 
housing program for profit organizations similar to the section 220 
rental housing program. The maximum loan ratio for mortgages 
under the new program would be 90 percent of replacement cost in 
the case of new construction and 90 percent of value in the case of 
rehabilitation projects; and the Federal Housing Commissioner would 
be authorized to require the mortgagor to be regulated or restricted as 
to rents or sales, charges, capital structure, rate of return, and methods 
of operation. The maximum mortage amount and dollar amount 
limitation per family unit would be the same as in the case of the 
existing section 221 rental housing program for nonprofit organizations. 

Subsection (c) contains a conforming amendment. 

Subsection (d) amends section 212(a) of the National Housing Act 
to make the labor standards provisions of that section applicable to 
rental housing projects constructed by profit organizations with mort- 
gage insurance under section 221. 


306878— 59——4 
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Section 111. Servicemen’s housing mortgage insurance 

This section amends section 222(b) of the National Housing Act 
(relating to housing for servicemen and their families) to increase the 
maximum amount of a mortgage insurable thereunder from $17,100 
to $20,000, and to extend mortgage insurance under such section 222 
(with a maximum mortgage amount of $9,000) to low-cost sales 
housing in outlying areas which meets the requirements of section 
203(i) of the National Housing Act. 


Section 112. Builder’s cost certification 

This section makes a technical amendment to section 227 of the 
National Housing Act to provide that the cost certification require- 
ments of that section are applicable to the new profit rental housing 
program established under section 221 of that act by section 110(b) 
of the bill. 


Section 113. Mortgage insurance for nursing homes 

This section adds to title II of the National Housing Act a new 
section 229 establishing a program of FHA mortgage insurance for 
nursing homes. 

Subsection (a) of the new section 229 declares that it is the purpose 
of the section to assist in the provision of urgently needed nursing 
homes. 

Subsection (b) contains definitions of terms used in the section. 
The term ‘“‘nursing home’ would mean a proprietary facility (i.e., a 


facility privately owned and operated for profit) which is licensed or 
regulated by the State (or a political subdivision thereof where there is 


no State licensing law) for the accommodation of convalescents and 
other persons who are not acutely ill and not in need of hospital care 
but who require skilled nursing care and related medical services; such 
care or services would be prescribed by, or performed under the general 
direction of, persons licensed by State law to provide it. 

Subsection (c) authorizes the Federal Housing Commissioner to 
insure mortgages on new or rehabilitated nursing homes and to make 
commitments for such insurance prior to the execution of such mort- 
gages or disbursement thereon. 

Subsection (d) sets forth the conditions on which the Commissioner 
may insure mortgages covering nursing homes under the new program. 
Any such mortgage would have to be executed by a mortgagor ap- 
proved by the Commissioner; and the Commissioner could require 
the mortgagor to be regulated or restricted as to charges and methods 
of operation and, if the mortgagor is a corporation, as to capital 
structure and rate of return. Any such mortgage would be limited 
in amount to $1 million, and to 75 percent of the estimated value 
of the property. The maximum interest rate would be 5 percent of 
the outstanding principal balance (exclusive of premium charges 
for insurance), and the maturity would be determined by the Com- 
missioner. 

Subsection (d) also provides that no mortgage may be insured under 
the new program unless the Commissioner has received a certification 
of the need for the nursing home from the State agency which has been 
designated under title VI of the Public Health Service Act to survey 
the need in the State for the construction of hospitals and for the 
furnishing of hospital, clinic, and similar services. 
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Subsection (e) authorizes the Commissioner to permit the release of 
a part or parts of the mortgaged property from the lien of any mort- 
gage insured under the program. 

Subsection (f) makes the provisions of section 207 of the National 
Housing Act which relate to premiums and payment of insurance 
applicable to mortgages covering nursing homes under the new 
section 229. 

This section of the bill also makes the labor standards of the Davis- 
Bacon Act (as contained in sec. 212 of the National Housing Act) 
applicable to the construction of nursing homes financed with in- 
surance under the new section 229. 


Section 114. Technical amendments 


This section makes various amendments in the National Housing 
Act to add necessary cross references between section 204 of that act 
(relating to payment of insurance) and five of the insurance programs 
(the title I property improvement program, the section 220 sales hous- 
ing program, the section 221 relocation housing program, the section 
222 servicemen’s housing program, and the section 809 program for 
civilian housing at defense installations) to which the section 204 pro- 
cedures apply. The corresponding cross reference between section 
204 and the section 213 cooperative housing program is provided in 
section 105(e)(5) of the bill. 


Section 115. Inclusion of conveyance costs in debentures 


This section amends section 204(k) of the National Housing Act 
to permit the Federal Housing Commissioner to include certain costs 
of conveying property to FHA in the debentures issued to mortgagees 


on default under any of the title II sales housing programs and under 
the title VI and title 1X programs. 


Section 116. Voluntary termination of insurance 


This section adds to the National Housing Act a new section 230, 
permitting the voluntary termination of FHA j insurance (on a mort- 
gage covering a one-, two-, three-, or four-family residence) before 
the mortgage is paid off in cases where such termination is mutually 
desired by the mortgagor and the mortgagee, upon payment of a 
termination charge sufficient to protect the insurance fund involved. 


TITLE II-——-HOUSING FOR ELDERLY PERSONS 


Under this title, the Housing and Home Finance Administrator 
would be authorized to make loans to private nonprofit corporations 
to construct, rehabilitate, or convert structures providing rental 
housing and related facilities for elderly families and elderly persons 
(including land acquisition and site improvement). 


Section 201. Terms and conditions of loans 


Subsection (a) states that it is the purpose of the title to assist 
private nonprofit corporations to provide housing and related facilities 
for elderly families and elderly persons. 

Subsection (b) authorizes the Administrator to make loans to carry 
out such purpose, but provides that no such loan may be made unless 
the corporation shows that it cannot secure the necessary funds from 
other sources upon terms and conditions equally as favorable as those 
applicable to loans from the Administrator. The proposed construc- 
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tion must be undertaken in an economical manner, and must not be 
of elaborate or extravagant design or materials. 

Subsection (c) limits any such loan to 98 percent of the total develop- 
ment cost of the construction as determined by the Administrator, 
with a maximum maturity of 50 years. Such a loan would bear in- 
terest at a rate not more than 3% percent per annum. 

Subsection (d) authorizes the appropriation of $100 million as a 
revolving fund from which the Administrator would make loans under 
this title, limiting to $10 million the amount which may be outstand- 
ing from the revolving fund at any one time for related facilities 
(defined as indicated below). 

Section 202.-Power of the Administrator 

This section confers upon the Administrator (in addition to any 
authority otherwise vested in him) the same functions, powers, and 
duties (except those not appropriate for this program) as are vested 
in him for purposes of the college housing program under the Housing 
Act of 1950. Under the authority alter to the Administrator 
under this section, he would have power to make necessary rules and 
regulations, sue and be sued, deal in various ways with any property 
acquired or held by him, obtain insurance against loss, modify the 
terms and conditions of loan contracts (which may contain such 
covenants, conditions, and provisions as he deems necessary), and 
contract without advertising in certain cases, and his operations 
under the program would be generally subject to the Government 
Corporation Control Act. 


Section 203. Use for transient or hotel purposes; labor standards 


Subsections (a) and (b) prohibit the use of housing constructed 
under the new program for transient or hotel purposes while the loans 
made under this title for such construction are still outstanding. 
The Administrator would define the term “transient or hotel pur- 
poses,” but rental for any period less than 30 days would, in any 
event, constitute use for such purposes. 

Subsection (c) requires that all persons employed in the construction 
of housing.under, the new program be paid at not less than the pre- 
vailing wage rate in the locality, as determined in accordance. with 
the Davis-Bacon Act, except in the case of persons who voluntarily 
donate their services without full compensation in order to lower 
construction costs. 


Section 204. Definitions 

This section contains definitions of terms used in the title. The 
term “elderly families’? would mean families the head of which (or 
his spouse) is 62 years of age or over, and the term “elderly persons”’ 
would mean persons who are 62 years of age or over; the Adminis- 
trator is directed to prescribe regulations to prevent abuses in apply- 
ing these definitions for the purpose of determining eligibility for 
admission to or occupancy of housing constructed under the title. 
The term ‘‘corporation” would be limited to private, nonprofit corpora- 
tions which are approved by the Administrator as to financial respon- 
sibility. The term “related facilities’? would include cafeterias or 
dining halls, community rooms or buildings, infirmaries and health 
facilities, and other essential service facilities, when provided in 
connection with housing constructed under this title. 
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TITLE III-—-FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Section 301. Increase in mortgage ceilings 

This section amends section 302(b) of the National Housing Act 
to increase the maximum mortgage which FNMA may purchase from 
$15,000 to $18,000 in the case of mortgages purchased under the 
regular secondary market program and from $15,000 to $17,500 in 
the case of mortgages purchased under the special assistance program. 
Under the bill, as under existing law, these limits would not be ap- 
plicable to military housing mortgages insured under section 803 of 
the National Housing Act or to mortgages covering housing located 
in Alaska, Guam, or Hawaii. 


Section 302. Secondary market operations 

Subsection (a) amends section 301(a) of the National Housing Act 
(the statement of FNMA’s purposes) to provide that its secondary 
market operations shall have the additional purpose of “‘aiding in the 
stabilization of the mortgage market’; and subsection (b) amends 
section 304(a) of such act (which sets forth the manner m which the 
secondary market operations are to be conducted) so as to reflect this 
purpose. 

Subsection (c) amends section 304(a) of the National Housing Act 
to make the standby commitment feature of FNMA’s secondar 
market program applicable to the financing of existing homes as well 
as proposed construction. 


Section 303. Special assistance program 

Subsection (a) amends section 305(b) of the National Housing Act 
to extend until September 30, 1960, the requirement that FNMA pay 
not less than par for mortgages purchased under its special assistance 
program. An exception to this requirement would be made for mort- 
gages purchased under contracts made between August 7, 1958, and 
the date of the enactment of the bill, when the requirement’was not 
in effect. 

Subsection (a) further amends section 305(b) of such act to reduce 
from 1% to 1 percent of unpaid principal balance the maximum charge 
which FNMA may impose for its commitments and purchases under 
the special assistance program, and to reduce from one-half to one- 
fourth of the total charge the amourt which must be paid at the time 
of commitment. 

Subsection (b) amends section 305(e) of the National Housing Act 
to increase the special support fund for section 213 cooperative housing 
mortgages by a total of $75 million, $25 million on the date of the 
enactment of the bill and the other $50 million next July 1. Of this 
increase, $37,500,000 would be earmarked for mortgages on consumer 
cooperatives and the other $37,500,000 for mortgages on builder- 
sponsor cooperatives, with $12,500,000 of such increase being effective 
on date of enactment and the other $25 million next July 1 in each 
case. The maximum amount of commitments for the purchase of 
such mortgages which may be outstanding in any one State (presently 
$20 million) would be increased by $2,500,000 on the date of enactment 
and by an additional $5 million next July 1; while the reservation for 
commitments for the purchase of consumer cooperative mortgages in 
— State would be kept the same ($5 million per State) as in existing 
aw. 
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Section 304. Loan program 


This section amends section 304(a) of the National Housing Act 
(and makes conforming amendments in other provisions of title ITI 
of that act) to authorize FNMA, under the regular secondary market 
program, to make short-term (12-month) loans on pledged FHA or 
GI mortgages. Such loans could be made in amounts up to 90 
percent of the unpaid principal balances of the mortgages securing 
them; and the aggregate amount of such loans outstanding at any 
one time could not exceed 10 percent of FNMA’s total secondary 
market borrowing authority. The interest rate on such loans and the 
charges or fees required would be determined by FNMA from time 
to time with the objectives of preventing excessive use of its facilities 
and making its secondary market operations (including the new loan 
operations as well as the existing purchase operations) fully self- 
supporting. Borrowers under the new program would be required 
to make nonrefundable capital contributions (not exceeding one-half 
of 1 percent of the loan) in the same manner as mortgage sellers under 
existing law. 


Section 305. Investments by FNMA 


This section amends section 304(b), 306(b), and 310 of the National 
Housing Act to authorize FNMA to invest its excess funds in obliga- 
tions which are lawful investments for fiduciary, trust, or public funds, 
as well as in obligations issued or guaranteed by the United States. 


Section 306. FNMA purchase of mortgages held by HHFA 

This section amends section 306 of the National Housing Act to 
authorize FN MA to purchase (pursuant to commitments or other wise), 
service, and sell any mortgages offered to it by the Housing and Home 
Finance Agency or a constituent unit or agency thereof. 


TITLE IV--URBAN RENEWAL 


Section 401. Statewide planning 

This section amends section 101(b) of the Housing Act of 1949 to 
direct the Housing and Home Finance Administrator to give particu- 
lar encouragement to the utilization of local public agencies stich are 
established by States to operate on a statewide basis in behalf of 
smaller communities undertaking or proposing to undertake urban 
renewal programs, subject to local governmental approval, whenever 
the utilization of such agencies would promote the slum clearance and 
urban renewal program. 


Section 402. Clarifying amendment 

This section amends section 102(a) of the Housing Act of 1949 to 
make it clear that loan contracts under that section may cover the 
total cost of financing definitive loans to local public ageucies. 


Section 403. Borrowing by local agencies 

Subsection (a) amends section 102(c) of the Housing Act of 1949 
to require local public agencies to borrow privately where such bor- 
rowing is possible at no greater cost than Federal loans under that 
section. Existing law permits but does not require private borrowing 
under these circumstances. 
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Subsection (b) amends section 102(e) of the Housing Act of 1949 
to provide that the total amount of loan contracts outstanding at any 
one time under the program shall not exceed the aggregate of the 
estimated expenditures to be made by local public agencies as part of 
the gross project cost of the projects assisted by such contracts. 
Section 404. Capital grants 

This section makes several changes in the capital grant provisions 
of the slum clearance and urban renewal law (section 103 of the 
Housing Act of 1949): 

Paragraph (1) increases the present $1,250 million capital grant 
authorization by $500 million on the date of the enactment of the 
bill and by an additional $500 million on July 1 in each of the years 
1959 and 1960. 

Paragraph (2) authorizes the Administrator to pay out of appro- 
priated capital grant funds any sums borrowed from the Treasury 
and advanced to local public agencies for urban renewal planning 
where such advances have become uncollectible because work on the 
project involved has. ceased. 

Paragraph (3) provides that where urban renewal assistance may 
be granted to a locality or local public agency within the applicable 
dollar amount and percentage limitations prescribed by title I of the 
1949 act, the amount of such assistance shall not otherwise be re- 
stricted, and applications therefor shall be processed in order of their 
receipt; and no limitations may be imposed upon the size of any 
urban renewal project which otherwise meets the requirement of the 
urban renewal program. 

Paragraph (3) further authorizes the Administrator to make grants 
for plans for community renewal programs. Such a grant could not 
exceed two-thirds of the cost of the planning. 


Section 405. Public improvements by Federal agencies in urban renewal 
areas 


This section amends section 105(b) of the Housing Act of 1949 to 
facilitate public improvements involving agencies of the Federal Gov- 
ernment or the District of Columbia in connection with urban renewal 
projects. Under this amendment a Federal agency or the District of 
Columbia would be empowered to enter into the agreements required 
generally of purchasers of urban renewal property from a local public 
agency, except that the requirement that improvements be commenced 
by the purchaser or lessee of the property involved within a reasonable 
time would apply to such agencies and the District of Columbia only 
to the extent that they have been authorized and furnished with 
funds to make such improvements. 


Section 406. Relocation payments 


Subsection (a) amends section 106(f)(2) of the Housing Act of 1949 
to provide that relocation payments to persons displaced from urban 
renewal areas may be made when the displacement is the result of any 
governmental activity in the area involved, including cases where the 
displacement results from code enforcement activities or voluntary 
repair and rehabilitation programs related to an urban renewal project, 
or from the acquisition of real property by any public body (whether 
or not an urban renewal agency). Under present law, such payments 
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are limited to cases where the displacement is caused by the urban 
renewal project itself. 

Subsection (b) further amends section 106(f)(2) of such act to 
increase the maximum amount of any such relocation payment from 
$100 to $200 in the case of an individual or family and from $2,500 
to $3,000 in the case of a business concern. 


Section 407. Low-rent housing in urban renewal areas 


This section amends section 107 of the Housing Act of 1949 to 
provide that where land to be acquired as part of an urban renewal 
project is to be used in whole or in part for low-rent public housing, 
it shall be made available to the public housing agency at a price 
equal to the amount which would be charged to private enterprise for 
similar rental housing and the amount of such price shall be included 
as part of the development cost of the low-rent housing project. The 
local contribution in the form of tax exemption or tax remission 
required under the public housing law with respect to any such project 
shall be accepted as a local grant-in-aid under the urban renewal 
program. 

Section 408. Requirements for urban renewal plan 

This section amends section 110(b) of the Housing Act of 1949 to 
authorize the Housing and Home Finance Administrator to expedite 
urban renewal projects by simplifying the requirements that must be 
met in the preparation of an urban renewal plan. Under the amend- 
ment, an urban renewal plan would have to include the items stated 
in existing Jaw (proposed land acquisition, demolition and removal of 
structures, redevelopment, improvements, rehabilitation, zoning and 


planning changes, land uses, maximum densities, and building require- 
ments) only to the extent required by the Administrator. 
Section 409. Nonresidential redevelopment 


This section amends section 110(c) of the Housing Act of 1949, 
which peesen tay prohibits financial assistance for an urban renewal 


area which is not predominantly residential in character unless such 
area will be predominantly residential after its redevelopment under 
the urban renewal plan, with a limited exception (10 percent of the 
total capital grant authorization) for nonresidential areas unsuited 
for predominantly residential uses which contain a substantial number 
of slum dwellings the elimination of which would promote the public 
health, safety, and welfare. Under this amendment, the exception 
permitting financial assistance for nonresidential redevelopment would 
apply upon a simple determination by the governing body of the local 
agency that such redevelopment is necessary for the proper develop- 
ment of the community; and the maximum amount which could be 
used for such nonresidential redevelopment would be fixed at 20 
percent of the future capital grant authorization under title I of the 
1949 act rather than at 10 percent of the total (past as well as future) 
capital grant authorization under that title. The requirement that 
such areas contain a substantial number of slum dwellings is elimi- 
nated. 


Section 410. Local grants 


This section amends section 110(d) of the Housing Act of 1949 to 
permit the acceptance as a noncash grant-in-aid of local public im- 
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provements commenced before (but not more than 5 years before) 
the contracts for the projects are executed if the improvements con- 
form to a community renewal program under section 103(d) of the 
1949 act (as added by section 404(3) of the bill). No change would 
be made in the existing requirement that notification of the construc- 
tion of the improvement or facility be given to the administrator. 


Section 411. Credit for loss of interest 


This section amends section 110(e) of the Housing Act of 1949 to 
authorize HHFA to include as an item of gross project cost for an 
urban renewal project any interest paid by a city on local public 
funds advanced to a local urban renewal agency and used in connec- 
tion with an urban renewal project. The rate of interest which could 
be charged to gross project cost in this way would be determined by 
the Administrator on the basis of the average interest rate (for the 
preceding 6 months) on private borrowings by local agencies, so that 
the credit allowed meal be commensurate with the actual cost of 
the interest involved. 


Section 412. Uniform date for interest rate determination 


This section amends section 110(g) of the Housing Act of 1949 to 
make uniform the date for determining the application of the ‘‘going 
Federal rate” to urban renewal contracts. Under existing law different 
dates for determining such rate are used, depending upon whether the 
contract involved was executed before the enactment of the Housing 
Act of 1954 (date the contract was “made’’) or after the enactment 
of such act (date the contract is “approved”) and whether it is an 
original contract or a revised contract (date the contract is ‘revised 
or superseded’’); under the amendment (which is purely technical in 
nature) the date for determining such rate is in all cases the date on 
which the contract is “authorized’’. 


Section 413. Conforming amendments 
This section makes a number of technical conforming amendments 


in title I of the Housing Act of 1949 which are required by the other 
amendments contained in title IV of the bill. 


Section 414. Urban renewal areas involving colleges or universities 


This section adds to title I of the Housing Act of 1949 a new section 
112, which would permit improvements made by public or nonprofit 
colleges and universities in or near urban renewal areas to be counted 
as local grants-in-aid under certain conditions, and would waive in 
such cases the requirements of existing law relating to the predom- 
inantly residential character or predominantly residential reuse of 
urban renewal areas. 

Section 415. Urban planning 

This section amends section 701 of the Housing Act of 1954 (relating 
to urban planning grants) in several respects: 

Subsection (a)(1) permits urban planning grants to be made to an 
agency or instrumentality designated by the State Governor and 
acceptable to the Administrator as capable of carrying out the program, 
as well as to regular State planning agencies. 

Subsection (a)(2) provides that cities of less than 50,000 may 
receive such grants through State planning agencies (present law is 
limited to cities of less than 25,000), and that grants may be made 
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through State planning agencies to any group of adjacent communities 
with a total population of less than 50,000 which have common or 
related urban planning problems resulting from rapid urbanization. 

Subsections (b) and (d) authorize the Administrator to make grants 
to State planning agencies for statewide comprehensive planning work, 
including long-range physical planning, long-range fiscal planning, 
capital improvement programing, integration and coordination of 
governmental activities, preparation of regulatory and administrative 
measures, and other research and coordination activities directly 
related to urban needs. 

Subsection (c) increases from $10 million to $20 million the author- 
ization of appropriations for grants under the urban planning program 


TITLE V——-COLLEGE HOUSING 


Section 501. Revolving fund authorization 

This section amends section 401(d) of the Housing Act of 1950 to 
increase by $400 million (from $925 million to $1,325 million) the 
total amount of the revolving fund established to provide funds for 
college housing loans. Of this increase $40 million is reserved for 
“other educational facilities’ (such as cafeterias and student centers), 
increasing the reservation for this purpose from $100 million to $140 
million, and $40 million is reserved for student-nurse and intern 
housing facilities, increasing the reservation for this purpose from 
$25 million to $65 million. 

Section 502. Cooperative student housing 

Subsection (a) amends section 404(b) of the Housing Act of 1950 
to provide that nonprofit student housing cooperative corporations 
established for the sole purpose of providing housing for students (or 
students and faculty) at an educational institution shall be eligible 
to receive college housing loans. 

Subsection (b) amends section 401 of such act to require that the 
note securing any such loan to a student housing cooperative cor- 
poration be cosigned by the educational institution where the coop- 
erative is located. Under this amendment, title to the housing 
constructed with any such loan would vest in the educational institu- 
tion in the event of the dissolution of the cooperative. 


Section 503. Labor standards 

This section adds to section 402 of the Housing Act of 1950 a new 
subsection (e), requiring that all persons employed in the construction 
of college housing after the date of the enactment of the bill shall be 
paid at not less than the ae age rate in the locality, as de- 
termined in accordance with the Davis-Bacon Act, except in the 
case of persons who voluntarily donate their services without full 
compensation in order to lower construction costs. 


TITLE VI-——-LOW-RENT PUBLIC HOUSING 


Section 601. Declaration of Policy 

This section amends section 1 of the United States Housing Act of 
1937 to provide that it is the policy of the United States in the develop- 
ment of low-rent housing to make adequate provision for larger families 
and elderly families, and in the administration of the program to vest 
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maximum responsibility in local agencies, subject to PHA approval of 
the rents and eligibility requirements established by such agencies. 


Section 602. Central administrative office facilities 

This section amends section 2(5) of the United States Housing Act 
of 1937 to provide that where the local public housing agency and the 
local urban renewal agency operate through a combined central office 
administrative staff, the public housing agency may rent space in its 
administration building to the urban renewal agency; this provision 
is limited in existing law to cases where the wails housing agency is 
also the urban renewal agency. No change is made in the requirement 
of existing law that the administration building be included in a low- 
rent housing project. 


Section 603. Rents and income limits 


Subsection (a) amends section 2(1) of the United States Housing 
Act of 1937 to remove the existing requirement that rents be at least 
20 percent of family income less certain deductions, providing instead 
that rents and income limits shall be fixed by the local public agency, 
subject to PHA approval, taking into consideration the rent-paying 
ability of the family and the financial stability and solvency of the 

roject. 
< Sehasitions (b) amends section 15(7)(b) of the 1937 act to provide 
that rents for public housing need be only 10 percent below the private 
market in the case of housing for families displaced by governmental 
action instead of 20 percent below the private market as is provided 
in all other cases. 


Section 604. Minimum age for admission of single persons and elderly 
families to low-rent projects 

This section amends section 2(2) of the United States Housing Act 
of 1937 to make the age requirements for admission to and occupancy 
of low-rent housing by low-income single persons, and the correspond- 
ing requirements for low-rent housing specially designed for elderly 
families under section 10(m) of that act, conform to the age require- 
ments generally applicable for benefits under title II of the Social 
Security Act (65 for men, 62 for women, and 50 for disabled persons). 
Section 605. Low-rent housing authorization 

This section amends section 10(i) of the U.S. Housing Act of 1937, 
and repeals certain other provisions of law which presently restrict 
PHA’s authority to enter into new contracts for annual contribu- 
tions, so as to authorize PHA to enter into new contracts for contri- 
butions with respect to 35,000 dwelling units of low-rent housing 
annually (subject to the overall limit of 810,000 units, and subject to 
the limit on subsidies authorized by the 1949 act). The present re- 
quirements limiting annual contributions to areas having a workable 
program would be retained. 
Section 606. Payment for services 

This section amends section 15 of the U.S. Housing Act of 1937 
to authorize local public housing agencies utilizing public services 
and facilities of a municipality or other governmental agency for which 
separate charges are made to pay such charges (in the same amounts as 
would be charged private persons similarly situated) without the 
necessity of any amendment to the annual contributions contract 
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involved or any reduction of payments in lieu of taxes otherwise 
payable. 


Section 607. Amendment of existing contracts 


This section adds to the U.S. Housing Act of 1937 a new section 
30 directing PHA to amend its contracts with any local public hous- 
ing agency (subject to the rights of holders of its ‘outstanding obliga- 
tions), upon the request of such agency, in order to bring such con- 
tracts into conformity with the amendments made to the 1937 act by 
the bill. 

TITLE VII—ARMED SERVICES HOUSING 


Section 701. Extension of program; increase in maturity; reduction in 
certain insurance premiums; labor standards 

Subsection (a) amends section 803(a) of the National Housing Act 
to extend the armed services housing mortgage insurance (Capehart) 
program until September 30, 1960. Under present law the program 
would expire June 30, 1959. 

Subsection (b) amends section 803(b) (3) of such act to increase from 
25 to 30 years the maximum maturity of mortgages insured under the 
Capehart program. 

Subsection (c) amends section 803(c) of such act to permit the insur- 
ance premium on a Wherry Act project acquired by the Defense 
Department to be reduced below the present minimum of one-half of 
1 percent. 

Subsection (d) further amends section 803 of such act by adding a 
new subsection (k) which requires, as a condition of mortgage insur- 
ance under the Capehart program, that the principal contractor or 
contractors engaged in the construction of the project involved certify 
that the laborers and mechanics employed on the project are being 
paid time and one-half for overtime employment. 


Section 702. Military housing (Wherry Act) and regular rental housing 
at military bases 

Subsection (a) amends section 404(a) of the Housing Amendments 
of 1955 to authorize the Secretary of Defense to acquire section 207 
rental housing completed before July 1, 1952, which is situated ad- 
jacent to a military installation and was certified as necessary mili- 
tary housing, in the same way that he is authorized under present law 
to acquire Wherry housing. 

Subsection (b) amends section 404(b) of the Housing Amendments 
of 1955 to provide that the Secretary of Defense must acquire all of 
the section 207 rental housing of the type described above which is 
located at a military installation where section 803 (Capehart) housing 
is being constructed; this same requirement already applies under 
existing law to Wherry housing. The amendment also imposes the 
same requirement of mandatory acquisition, applicable to both 
Wherry housing and section 207 rental housing, where such housing 
is located at or near a military installation which the Secretary of 
Defense determines to be a permanent part of the Military Estab- 
lishment. 

Subsection (c) amends section 407(f) of the Military Construction 
Act of August 30, 1957, to provide that neither Wherry housing nor 
section 207 rental housing shall be declared substandard because the 
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units in such housing do not meet the minimum floor-area reauire- 
ments prescribed for other military housing. 


Section 703. Condemnation proceedings for acquisition of Wherry Act 
projects 

Subsection (a) amends section 404(c)(1) of the Housing Amend- 
ments of 1955 to provide that, in court proceedings to acquire Wherry 
Act projects by condemnation, any commission appointed to de- 
termine just compensation shall consider replacement cost, fair 
depreciation, and other proper elements of value. 

Subsection (b) amends section 404(c)(1) of such act to provide 
that efforts to acquire a Wherry Act project by negotiation may be 
continued even though proceedings for the acquisition of such project 
by condemnation have begun. If agreement is reached through 
such negotiations before final judgment is rendered in the condemna- 
tion proceedings the Attorney Guassid would be directed to take 
action to have the proceedings dismissed and the case returned to 
the Secretary of Defense for disposition in accordance with the 
negotiated agreement. 

hese amendments would apply only to condemnation proceedings 
(whenever instituted) where the final adjudication of just compensa- 
tion is made after the enactment of the bill. 


Section 704. Amount of deposit required in condemnation proceedings 

This section amends section 404(c)(2) of the Housing Amendments 
of 1955 to require that where a declaration of taking is filed in pro- 
ceedings for the acquisition of a Wherry Act project by condemnation, 
the amount of the deposit required to be made to the court must be 
determined in good faith and must be at least equal to FHA’s estimate 
of the replacement cost of the project (at the time the mortgage was 
insured) minus the amount of the mortgage outstanding when the 
United States takes possession of the property. This amendment 
would apply to any proceedings in which the final adjudication of 
just compensation is made after the enactment of the bill. 
Section 705. Acquisition of military housing subject to existing mort- 

gages 

This section amends section 404(e) of the Housing Amendments of 
1955 to make it clear that, when the Secretary of Defense acquires 
Wherry Act housing (or sec. 207 rental housing, discussed under 
sec. 702 above) on which there is an existing mortgage, he may assume 
such mortgage or acquire the property subject to it. 


Section 706. Housing for defense-impacted areas 

This section adds to title VIII of the National Housing Act a new 
section 810 (and makes conforming amendments in other provisions 
of that act) to establish a new FHA insurance program for mortgages 
on single-family and multifamily housing (not to exceed 4,000 units) 
for military personnel and essential civilian personnel serving or 
employed in connection with a military installation. Insurance 
could be granted under the new program without regard to the require- 
ment (generally applicable to other programs) that the property or 
project be economically sound; and any such property or project 
would have to be held for rental for at least 5 years after initial occu- 
pancy. Except as otherwise specifically provided in the new section 
810, the provisions of law governing the regular FHA sales housing 
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program (sec. 203) and the regular FHA rental housing program 
(sec. 207) would be applicable in determining eligiblity for mortgage 
insurance and for other purposes under the new program. 


TITLE VIII—AVOIDANCE OF FORECLOSURE 


Section 801. Interest after default 

This section amends section 204(a) of the National Housing Act to 
authorize the Commissioner, where a mortgage covering a 1-, 2-, 3-, 
or 4-family dwelling insured under any of FHA’s title I] programs is 
in default due to circumstances beyond the mortgagor’s control and 
the default will probably be corrected within a reasonable period of 
time, to extend the time for curing such default and to enter into an 
agreement providing for the payment to the mortgagee in debentures 
(if the mortgage is subsequently foreclosed) of any interest thereafter 
accruing. 
Section 802. Acquisition of mortgages to avoid foreclosure 

This section adds to title II of the National Housing Act a new 
section 231 authorizing the Federal Housing Commissioner, for the 
purpose ‘of avoiding foreclosure, to acquire any mortgage covering a 
1-, 2-, 3-, or 4-family dwelling which is insured under that title, ‘by 
issuing debentures to the mortgagee. Upon such acquisition, the 
Commissioner would become the mortgagee, and the original mort- 
gagee would have no further rights, habilities, or obligations with 
respect to the mortgage. 


TITLE IX——-MISCELLANEOUS 


Section 901. Reacquisition by former owners 

Subsection (a) amends title [IX of the National Housing Act to 
authorize the Commissioner, in disposing of properties acquired by 
him in insurance operations under such title, to give former mortgsgor- 
owners a preference and priority of opportunity to reacquire such 
properties on prices and terms reasonably commensurate with the 
value of the properties and not less favorable than those offered by 
other prospective purchasers. 

Subsection (b) amends section 608 of the National Housing Act to 
give to former mortgagor-owners of projects insured under that section 
the same right of reacquisition as that which is given to former 
mortgagor-owners of title IX projects under the amendment made 
by subsection (a). 


Section 902. Surveys of public works planning 

This section amends section 702 of the Housing Act of 1954 to 
authorize the Administrator to use during any fiscal year up to 
$50,000 from the section 702 re volving fund to conduct surveys of 
the status and current volume of State and local public works planning 
and surveys of estimated State and local public works requirements. 


Section 903. Disposal of Passyunk and Newport war housing projects 
Subsection (a) extends by 2 years the period during which military 
personnel (and civilians employed in defense activities) may continue 
to occupy the Passyunk war housing projects, which are presently 
owned by the Housing Authority of Philadelphia pursuant to section 
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406 of the Housing Act of 1956, with occupancy preference and without 
regard to their income. 

Subsection (b) amends section 406 of the Housing Act of 1956 to 
provide a similar 2-year extension in the case of the housing project 
which was conveyed to the Housing Authority of Newport, R.I., under 
that section. 


Section 904. Farm housing research 

This section amends section 603(c) of the Housing Act of 1957 to 
extend the farm housing research program for 2 additional years 
(until June 30, 1961), and to authorize appropriations of $50,000 a 
year during such additional period. 


Section 905. Hospital construction 


This section amends section 605 of the Housing Act of 1956 so as 
to extend for 2 additional years (through June 30, 1960), the authority 
granted by that section for loans and grants to public and nonprofit 
agencies for hospital construction under the Defense Housing and 
Community Facilities and Services Act of 1951, where applications 
for such assistance were filed before June 30, 1953, and denied solely 
because of lack of funds. An appropriation of $7,500,000 would be 
authorized for each of the 2 additional years. 


Section 906. Real estate loans by national banks 

This section adds to section 203 of the National Housing Act a new 
subsection (j), providing that mortgage loans insured under that sec- 
tion shall not be taken into account in applying the existing limitations 
(contained in sec. 24 of the Federal Reserve Act) on the total amount 
of real estate loans which a national bank may make in relation to its 
capital and surplus or its time and savings deposits. 


Section 907. Purchase of participating interests by savings and loan 
associations 

Subsection (a) amends section 5(c) of the Home Owners’ Loan Act 
of 1933 to permit savings and loan associations to purchase (without 
regard to the existing area restriction) participating interests in first 
mortgages on 1- to 4-family homes, subject to two limitations: (1) No 
more than 20 percent of an association’s assets may be used to pur- 
chase such interests; and (2) the aggregate of such participations plus 
all outstanding loans which the association has made under the exist- 
ing exception from the $35,000 and 50-mile limitations may not at 
any time exceed 30 percent of its assets. 

Subsection (b) further amends section 5(c) of such act to provide 
that participating interests in FHA or GI mortgages shall not be taken 
into account in Jolasuinion the amount of loans which a savings and 
loan association may make within any of the percentage limitations 
contained in that section (the existing 20 percent limit on loans made 
without regard to the $35,000 and 50-mile restrictions, the new 20 per- 
cent limit on the purchase of participations, and the 30 percent com- 
bined limit). 


Section 908. Voluntary home mortgage credit program 


This section extends for 2 years (until July 31, 1961) the voluntary 
home mortgage credit program established by section 610 of the 
Housing Act of 1954. 
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Section 909. Insurance of housing loans for migratory farm labor 


Subsection (a) amends title V of the Housing Act of 1949 to estab- 
lish a new program under which the Secretary of Agriculture would 
insure loans made by private lenders to farmers, associations of 
farmers, and county governments for the purpose of providing 
housing and related structures for migratory farm labor. Such loans 
would have to meet the conditions (set forth in the existing provisions 
of title V) applicable to direct farm housing loans by the Secretary, 
except that the maximum loan-to-value ratio would be 90 percent 
and the maximum interest rate would be 6 percent. An annual charge 
of up to 1 percent on the outstanding balance would be imposed for 
the insurance; and the maximum amount of the principal obligations 
of the loans insured under the new program in any 1 fiscal year could 
not exceed $25 million. In carrying out the new program, the Secre- 
tary would utilize the insurance fund created by the Bankhead-Jones 
Farm Tenant Act as well as certain of the procedures prescribed by 
that act. 

Subsection (b) amends section 24 of the Federal Reserve Act to 
permit national banks to participate in the new insurance program 
established by subsection (a). It exempts loans insured under the 
new program from the limits prescribed by section 24 for loan-to-value 
ratios and maturities of real-estate loans made by national banks. 





MINORITY VIEWS 
A BUDGET-BUSTING BILL 


This is a budget-busting bill. The spending authorizations it grants 
will increase the deficit in the current fiscal year and will result in 
increased budget expenditures in every year for the next 45 years. 
The total new authorized budget expenditure impact of the bill is 
$5.8 billion. This contrasts with new authorized budget expenditures 
of $1.66 billion in the housing bills proposed by the administration. 
The following tabulation gives a breakdown of the amounts in the 
two alternate proposals: 


Authorized budget expenditures 
[In millions} 


Public housin: 

Urban rene 

Co housing 

Elderly housing loans 
Cooperative housing mortgages 
Hospital grants 

Urban planning grants 

Farm housing research grants 


= 
# 
38. 


Krooooooo 
eee 
ooooo 


— 
. 


1 Estimated contract amounts under 40-year annual contribution contracts with credit given for reducing 
contract amounts by excess receipts at fiscal 1958 rate. Gross contract amounts, $4,484,000,000. 

23-year program, 

36-year program. Excludes $100,000,000 Presidential contingent reserve. 


Of the $5.8 billion of new authorized budget expenditures in the 
committee bill, only $575 million would be on a recoverable basis, i.e., 
in the form of loans and mortgage purchases. In other words, in the 
committee bill over $5.2 billion is in the form of outright grants. 
Under the administration proposals $200 million would be in form of 
loans and $1.46 biilion in the form of grants. 


TAX FREE HAVENS 


An estimated $4.48 billion of principal and interest payments will be 
generated in bond financing of the additional public housing units 
authorized by this bill. Of that amount, $2.58 billion will represent 
the principal amount of the bonds to be issued and paid off over a 40- 
year period. The remainder, $1.9 billion, will be tie amount of interest 
on those bonds assuming a 3 percent interest rate. Under provisions 
of the U.S. Housing Act the $2.58 billion of principal amount of 
the bonds will be exempt from all taxation now or hereafter imposed 
by the United States. Further, the $1.9 billion of interest payments 
under provisions of the U.S. Housing Act will be exempt from any 
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Federal income tax now or hereafter imposed. Those who are 
interested in closing tax loopholes may well question if they should 
create any such tremendous, additional tax free havens. 

The small saver buying U.S. saving bonds of course pays Federal 
income tax on the interest he receives on his bonds. The large investor, 
through the financing device used in the public housing program, in 
effect buys U.S. Government credit on a tax free basis and does not 
pay any Federal income tax on the interest’ he receives. Should not 
the Congress make a searching revaluation of this problem before 
acting to so vastly expand the program as proposed in this bill? 


ADDITIONAL AND ACCELERATED BUDGET IMPACTS 


The committee bill would have devastating adverse impacts on the 
Federal budget. The contention has been made that this bill will have 
little if any more near term budget impact than would be the case if 
the administration proposals were adopted. The reasoning is that in 
either event, time elapses before the budget expenditures authorized 
are actually paid out. But the facts show this contention to be false. 

The committee bill authorizes five budget expenditure programs not 
included in the administration proposals. These are: 


Amount 
(in millions) 


I cn mn ie ee $3, 700. 0 
Elderly housing loans 100. 0 
Cooperative housing mortgage purchases_ ._..........--.-.-------- 75. 0 
Hospital grants 

Farm housing research grants | 


3, 890. 1 


As may be noted, in these five programs there is a difference of $3.89 
billion between the committee and administration proposals. 

The committee bill authorizes twice the amount of budget expendi- 
tures for the college loan program as that in the administration pro- 
—_ the respective amounts being $400 million and $200 million. 

ith respect to the urban renewal grant authorization the adminis- 
tration proposals of $1.45 billion (excluding Presidential reserve of 
$100 million) for a 6-year program is $50 million less than the com- 
mittee bill authorization of $1.5 billion for a 3-year program. 

In addition to the much larger amounts of authorized budget ex- 
penditures in the committee bill which tend to increase spending both 
in the near term and future as well, there are 11 provisions in the 
committee bill, which are not included in the administration pro- 
posals, which will have the effect of accelerating expenditures within 
available authorizations. A brief discussion of these provisions found 
only in the committee bill follows. 


1. The “par purchase” requirement imposed on the Federal 
National Mortgage Association for special assistance mortgages 
will more rapidly drain Treasury funds into such pure hases be- 
cause “par” is a price over-the-market for such purchases. 

2. The bargain basement fees and charges resulting from the 
forced reduction of the Federal National Mortgage Association’s 
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present schedule of such charges on special assistance mortgages 
will further attract deals to’ be financed with Treasury funds. 

3. Expanding authority to make relocation payments for dis- 
placement of individuals and business concerns by other than 
urban renewal activities means more ‘‘customers” which in turn 
theans. more Federal payments. 

4. Increasing relocation payments for individuals from $100 
to $200 and for business concerns from $2,500 to $3,000 increases 
the speed at which Federal funds are spent. 

5. Forcing the Urban Renewal Administration to pay all rather 
than the normal two-thirds of the writedown of net project costs 
of an urban renewal project site used for public housing accelerates 
such Federal spending 50 percent. 

6. Increasing from 10 to 20 percent the amount of urban re- 
newal grant authorization that may be used for other than pre- 
dominately residential projects will activate commercial projects 

resently stymied by the 10 percent restriction and speedup 
‘ederal spending. 

7. Permitting improvements of public and nonprofit colleges 
in certain instances to be counted as local government grants-in- 
aid will stimulate urban renewal activity and increase the flow of 
Federal grants. 

8. Making nonprofit student housing cooperatives eligible as 
borrowers under the college housing loan program adds a new 
type of claimant, ready to do business as Federal funds are 
available. 

9. Permitting local housing agencies under certain conditions 
to construct office buildings ought to find many ready takers. 
Unfortunately such Federal funds will be diverted from their 
originally intended use, namely the construction of low rent hous- 
ing accommodations. 

10. Requiring the Federal Government in effect to pay local 
service costs for local housing projects notwithstanding existing 
valid contracts placing such Obligation on local communities will 
step up the flow of Federal funds. 

11. Requiring the military under certain conditions to buy 
FHA section 207 rental projects near military installations of 
course means new Federal spending. 

To our way of thinking, more budget spending authorizations, 
bigger budget spending authorizations and accelerated spending 
authorizations, add up to bigger budget spending impacts both for 
the near term and for the future under the committee bill. 


UPDATED VERSION FALLACY 







Attempts have been made to palm off this bill merely as an updated 
version of the housing bill which the House last year failed to pass 
under suspension of the rules. While it is truef{many of the provisions 
of the two bills contain similar language, there are vast differences in 
the amounts involved. The bill the House actually voted upon last 
year was a stripped down version of the bill the committee reported. 
A comparison of the authorized budget expenditures in the bill which 
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the House voted upon last year with those in the present committee 
bill is shown in the following tabulation: 


[In millions} 






Authorized budget expendi- 
tures 


Bill last year | Present com- 
upon which 
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1 Estimated contract amounts under 40-year annual contribution contracts with credit given for reducing 
contract amounts by excess receipts at fiscal 1958 rate. Gross contract amounts, $236,000,000. 
? Estimated contract amounts under 40-year annual contribution contracts with credit given for reducing 
contract amounts by excess receipts at fiscal 1968 rate. Gross contract amounts, $4,480,000,000. 
1- . 


‘ $60 000,000 aut 
+ authorization mt upon direction of the President not included in this tabulation. 
, Separate bill has already passed the House, this Congress, providing $300,000,000 for these loans. ” 


The difference between the two bills in the urban renewal authoriza- 
tion is set forth in clear-cut fashion. In the bill last year a 1-year 
$400 million authorization was provided—total, $400 million. In 
the bill this year a 3-year authorization at the rate of $500 million 
per year is provided—total, $1.5 billion. This difference between the 
two bills is readily apparent. 

In the case of the tricky language of the public housing authoriza- 
tions, dollar budget impacts are not given and indeed even the number 
of new units authorized is completely masked. Translated in terms 
of effect, what the public housing authorization in the bill last year 
did was to authorize new contracts for 10,000 additional public housing 
units. What the public housing authorization in the bill this year does 
is to authorize new contracts for an estimated 190,000 additional 

ublic housing units. Commonsense, of course, dictates that if one 
Pill provides for 19 times more units than the other bill there will be a 
19 times difference in capital costs assuming the same average cost per 
unit. Since the capital costs of the units are financed over a 40-year 

eriod and the payment of principal and interest on such financing 
is covered by Federal annual assistance contracts, it is obvious there 
are vast differences in the total amount of authorized budget expendi- 
tures between the two bills. The respective amounts involved for 
public housing are estimated and set forth in the preceding table. 

We simply cannot go along with the “updated version’”’ approach. 
With the Pall this year costing about five times the bill last year, we 
frankly think the ‘‘updated version” explanation falls under the weight 
of the facts. 
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FISCAL RESPONSIBILITY 


It is clear to us this Congress must not shirk fiscal responsibility. 
The last year the Government operated with a budget surplus was 
fiscal year 1957. In that year net budget receipts were $71 billion 
and net. budget expenditures were $69.4 billion resulting in a budget 
surplus of $1.6 billion. For the present fiscal year, namely, that end- 
ing June 30, 1959, estimated net budget receipts are $68 billion 
while estimated net budget expenditures are $80.9 billion resulting in 
a prospective deficit of $12.9 billion. In moving from a budget surplus 
of $1.6 billion to a budget deficit of $12.9 billion, a change in position 
totaling $14.5 billion, what has happened? Budget receipts dropped 
from $71 billion to $68 billion, so that accounts for $3 billion of the 
change. At the same time budget expenditures jumped from $69.4 
billion to $80.9 billion, and that accounts for the remaining $11.5 
billion of the change. With revenues down $3 billion and expendi- 
tures up $11.5 billion it should be crystal clear that excessive spendin 
ero, has been responsible for the staggering, current Feder 

eheit. 

We reject the false statement of the spenders that the budget deficit 
is & reoutt of the recession. The record is clear that excessive spending 
is the principle culprit. It is equally clear that if Congress is to do 
anything about the deficit it must regain control over excessive spend- 
ing. The time is now, and this bill is a good place to start. 


GOOD HOUSING BILL NEEDED 


We strongly urge that a good housing bill be enacted. A d 
housing bill is needed. Three important housing programs have Been 
on a ration basis because of imminent exhaustion of fund authoriza- 
tions. These are the FHA home mortgage insurance program, slum 
clearance, and college housing. On January 7, the first day of this 
session of Congress, an administration proposal (H.J. Res. 89) was 
introduced. This would have provided the authorizations needed for 
these important programs. The resolution could have been passed 
the next day. It could have become law long since and taken these 
worthy housing programs off the ration list. That then would have 
given ample time to do a decent job on an overall housing bill. That 
would have been the sensible way to proceed. But that is not what has 
happened. Instead, an omnibus housing bill has been made a rush 
job “‘must.’”’ As so often happens, a rush job turns out to be a poor 
job, and that is true of this bill. The Congress should take the time 
to rework this bill into good housing legislation. Meanwhile, prompt 
enactment of House Joint Resolution 89, would provide the three 
most needed housing fund authorizations as well as the necessary time 
for the Congress to do a good job on an overall housing bill. 


CLARENCE E. Kriusurn. 
Gorvon L. McDonovas. 
WituraM B. WIDNALL. 
Epaar W. Hiestanp. 
PrErRKINS Bass. 

EvuGENE SILER. 

Epwarp J. DerwINnskI. 
Wituiram H. MritirKken, Jr. 





SUPPLEMENTAL VIEWS OF MR. FINO AND MR. HALPERN 


There are several significant programs to alleviate housing needs 
which are omitted from both the committee-approved and the 
administration-sponsored _ bills. 

While we favor numerous provisions in the committee bill and 
reserve our judgment on some others, we do feel strongly that certain 
additions to the bill are essential if low-income and middle-income 
housing projects are to be adequately constructed in accordance with 
the original intent of legislation in the field and in accordance with 
existing needs. 

I. PUBLIC HOUSING IN SLUM AREAS 


We from New York City are vitally concerned with our ever- 
growing blighted areas, slums, and depreciating land values. 

Some slum areas have been eliminated through public housing 
projects. The areas involved have once again seen the sun; green 
grass and trees have given color and new life to the community; clean, 
wholesome housing facilities have given new vitality, new hope to 
hundreds of thousands of our low-income families. 

Many reports and surveys reveal that such projects have reflected 
most favorably on the health and delinquency problems prevalent in 
slum areas. Such programs have given moral and spiritual strength 
to these people. 

However, we are deeply concerned by the fact that experts predict 
a spreading of slums in New York City and in other major urban areas 
in the Nation as middle-income families move farther and farther out 
toward the suburbs. As these groups abandon an area, the vacated 
buildings are converted to intensive low-income use. Thus, the wave 
of slums moves gradually outward to the edges of the city and into the 
older portions of suburban towns. 

This concern is increased when it is understood that many low-rent 
public housing projects which could replace these developing slums 
with adequate housing and restore vitality and life to the cities are 
not being built in slum and blighted areas. 

This situation arises from a lack of clarity in the Public Housing 
Act whereby “workable programs” adopted by municipalities for the 
rehabilitation of sections of their territory often cover areas other 
than slum areas, and since public housing is now permitted to be 
constructed anywhere within the territorial limits of the ‘‘workable 
program,” it is often not built where such modern, better housing 
would replace existing slums. 

As a result, blighted areas are not being rehabilitated to the extent 
originally intended by the Public Housing Act: slums are spreading 
with all their attending evils; and blight threatens large areas of our 
major cities. The middle-income groups which the cities need so 
badly are reluctant to return. 

For these reasons, we deplore the absence from the committee bill 
of provisions which would emphasize construction of public housing 
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projects in blighted or slum areas where needs prevail and are so 
determined by the local authorities and the Administrator. This 
could be accomplished by directing that public housing be constructed 
in urban renewal areas for which urban renewal plans had been 
adopted and were in existence. We regret that our amendment to 
effect this remedy did not prevail in committee. 

Such a remedy would serve a dual purpose in this proposed vast 
program. A blighted area would be improved, land values in the 
vicinity rise, and what had become a depreciated section would once 

again find its place in the sun for the benefit not only of the immediate 
and surrounding area, but the entire city. And, secondly, low-income 
families who heretofore because of their small earnings and the lack 
of better low-cost housing have been forced to live under crowded, 
ill-kept, and blighted surroundings would have healthy living condi- 
tions in an atmosphere which would boost morale, help thwart 
delinquency, and aid in the development of strong minds and bodies. 


II. HOME IMPROVEMENT LOANS 


Another subject with which neither the committee nor the adminis- 
tration bills attempt to deal is that of the existing limits for home and 
small-business improvement loans. The present law limits such loans 
to a $3,500 maximum and a 5-year repayment period. 

In view of present costs, these terms are hardly enough to encourage 
home and small-business owners to undertake repairs and improve- 
ments to their premises. The present ceiling on property.improvement 
loans is unrealistic. The cost of installing a new heating plant, 
modernizing a kitchen or bathroom, insulating against the weather, 
adding another room, and many other such improvements could well 
exceed the present $3,500 limit. 

We propose that the loan limit be increased to $5,000. The pay- 
ments could be amortized over a period up to 10 years. Such changes, 
however, by themselves, are insufficient to meet the problems of home- 
owners. There should be a reduction in current discount rates which 
would not only encourage home and small-business improvements, 
but would make these proposed extensions in limits more feasible. 

Therefore, it is our hope that the committee will consider the entire 
problem and study the possibility of increasing loans under a program 
where discount rates would be reasonable. 

Such changes in the standards would encourage homeowners and 
small businessmen to improve and modernize their properties under 
reasonable financing terms for the benefit not only of themselves, but 
for each neighborhood and community where obsolescence and depre- 
ciation would be retarded. 


III. COOPERATIVE HOUSING 


A third area of housing needs which sorely requires further con- 
sideration than that accorded in the committee and administration 
bills is section 213 cooperative housing. In a period of rising costs 
every effort should be made to encourage the growth of this excellent 
form of middle-income housing. Both the committee and administra- 
tion bills contain some remedial provisions in this respect, but we 
recommend the enactment of others so as to provide the greatest 
encouragement to cooperative housing. 
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The greatest obstacle to the growth of cooperatives is the lack of 
continuously available financing for facilities which are adequate to 
meet the needs of today’s middle-income families and the expenses 
for which can be carried by such families at reasonable monthly levels. 

One phase where constructive measures could be adopted concerns 
the insurance premiums paid on cooperative housing mortgages 
insured under the National Housing Act. The present minimum of 
one-half of 1 percent of the principal obligation of a mortgage out- 
standing at any time is excessive in the light of experience under the 
program. Section 102(d) of the committee bill would permit a 
reduction to one-quarter of 1 percent on cooperative mortgages 
insured after the enactment of the Housing Act of 1959. This is a 
welcome step which we support fully. However, we do regret that 
the provisions of the committee bill do not enable existing cooperative 
mortgages to participate in this change. If existing mortgages were 
to be included, occupants would be accorded a well-merited reduction 
in monthly carrying charges, and would obtain some relief in a period 
of general rising costs. 

e hope that the committee will study ways and means by which 
such relief can equitably be extended to existing mortgages and we 
shall endeavor to see this change, which has been pioneered and 
supported by other members in addition to ourselves, adopted. 

We also believe that the following proposals would encourage the 
construction of more cooperative housing projects, and, help existing 
and potential cooperative owners to maintain carrying charges at a 
reasonable level: 

(1) Amortization periods for mortgages on cooperatives should 
be extended to 50 years in place of the present 40 years. This 
will tend to lower the monthly carrying charges for the occupants 
and will reflect the long life expectancy and durability of occupant- 
owned cooperative housing units. Where buildings are con- 
structed in such manner (e.g., fireproof) as to make their life ex- 
pectancy greater, it is only proper that the mortgage amortiza- 
tion period reflect that fact. 

(2) The inclusion of commercial and community facilities in 
a es of sales-type and investor-sponsored cooperatives 
should be permitted where such will serve the needs of the occu- 

pants. Under present law, this privilege is restricted to manage- 
ment-type cooperatives. The committee bill would extend the 
inclusion of community facilities to sales-type cooperatives and 
commercial and community facilities to investor-sponsored co- 
operatives. We believe that the two kinds of facilities should be 
made available to both types of cooperatives. Commercial 
facilities will assist occupant-owners to maintain reasonable 
carrying charges, and community facilities encourage cooperative 
construction and spur incentive. Both help to retard obsoles- 
cence and promote functional and pleasant neighborhoods. 

(3) Existing management-type cooperatives which have some 
commercial and community facilities should be permitted to add 
additional facilities which in the opinion of the Housing Com- 
missioner are necessary to meet changed needs of the coopera- 
tives. The expense of such additional facilities would be added 
to the balances of existing mortgages, with the consent of the 
mortgagees, but in an amount which together with the balances 
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of the original mortgages would not exceed any principal obli- 
gation limits proposed in the Housing Act of 1959. 

Such authorization would allow management-type coopera- 
tives, built at an earlier date with commercial or community 
facilities, to take advantage of the new limits on principal obliga- 
tions in the committee bill, and it would allow them to acquire 
facilities adequate for their needs. It will also help to retard 
obsolescence. 

(4) The construction of cooperative housing financed through 
FNMA special assistance purchases is limited in high-cost areas 
by the present low per-unit ceiling of $15,000. The committee 
bill amends section 213 (b) of the National Housing Act to increase 
the per-room limits for cooperative projects whose mortgages are 
insured under the FHA program and also increases the per-unit 
ceiling for FNMA special assistance purchases to $17,500. In 
high-cost areas the sums of the per-room units under the FHA 
program for a five- or six-room unit (which more and more middle- 
income families are requiring) could total over $20,000. It is 
only equitable that the per-unit ceiling on FNMA special assist- 
ance purchases be raised to at least $20,000 so that cooperatives 
financed in this manner can be built with accommodations of 
sufficient size to meet the demand of middle-income families. 

Therefore, we propose that the per-unit limit for FNMA 
special assistance financing be increased to $20,000. This will 
enable cooperatives to secure needed funds for the construction 
of projects of adequate size in high cost areas where private funds 
cannot fill the need. It will also help to retain middle-income 
families within cities where they form the base of the population. 


These proposals in respect to extending the amortization period, 
authorizing sales-type and investor-sponsored cooperatives to include 
commercial and community facilities in their mortgages, and author- 
izing eng | management-type cooperatives with commercial and 

a 


community facilities to open-end their mortgages to add additional 
facilities, will not cost the taxpayer one cent since they will take effect 
within the self-supporting insurance system. Should the one-quarter 
of 1 percent minimum on insurance premiums be made applicable to 
pore | mortgages, such a step would likewise not cost the taxpayers 
anything. 

he last proposal on FNMA unit ceilings will promote more pro- 
ductive use of existing FNMA special assistance facilities. 

In view of our firm convictions on the desirability of the foregoing 
proposals, and in view of their glaring absence from the bills which 
were considered by the full committee, and from the one adopted, 
despite our efforts to have it amended, we have felt it necessary to 
express these supplemental views and express our determination to 
work for corrective steps through the submission of this report. 


Pau. A. Fino. 
Seymour HALPERN. 





INDIVIDUAL VIEWS OF CONGRESSWOMAN DWYER 


Although I agree with many of the points made in the minority 
report—especially its opposition to the so-called open-time authoriza- 
tion for public housing (which would severely strain our finances)—I 
nevertheless have certain reservations which I believe warrant these 
individual views. 

First of all, I believe it is important that we recognize affirmatively 
that very real and very serious needs exist for most of the programs 
included in both the committee and the administration proposals. 

It has been my observation throughout the New Jersey-New York- 
Connecticut metropolitan region, and from careful study of the hear- 
ings held by the Housing Subcommittees of the House and Senate, 
that the assistance provided under Federal housing programs is essen- 
tial if the proven needs of many communities are to be met. 

I am impressed by the fact that our population is increasing at an 
annual rate of about 3 million persons, that the increase is especially 
great among our older people, that the movement toward greater and 
greater urbanization is continuing (even though more than 60 percent 
of our people already live in urban areas), and that our cities and 
older suburban communities are having a difficult time fighting the 
decay, the slums, and the dislocations bred by age and past inattention. 

These conditions require the concerted help of both public and 
private sources of capital if they are to be provided for. Thus I 
believe that housing legislation this year should include the following: 
A special program of loans to encourage the building of housing 
designed for elderly persons and suited to the limited incomes and 
physical disabilities that usually accompany old age (and such a pro- 
gram, according to the FHA Commissioner, has received widespread 
interest and approval); an urban renewal program sufficient to enable 
communities to proceed with their plans to eliminate slums and blight 
in the most efficient and economical manner possible; and at least a 
minimum program of low-rent public housing to help low-income 
families who cannot afford decent private housing and who are dis- 
located as a result of slum clearance and highway construction. 

Such a public housing program, I believe, should be authorized 
only on an annual basis so that Congress can reexamine the need 
for public housing each year and limit the program to those needs 
that are clearly established. 

I believe that a housing bill containing these provisions would be 
a reasonable compromise measure worthy of bipartisan support in 
the Congress. It would provide for substantial progress in meeting 
the real needs of our people without endangering the economy of our 
country. 

Fiorence P. Dwyer. 
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CHANGES IN EXISTING LAW MADE BY THE BILL 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


NATIONAL HOUSING ACT AS AMENDED 


* * * * * x * 


TITLE I—HOUSING RENOVATION AND MODERNIZATION 


*” * * * * * * 
INSURANCE OF FINANCIAL INSTITUTIONS 


Sec. 2. (a) The Commissioner is authorized and empowered upon 
such terms and conditions as he may prescribe, to insure banks, trust 
companies, personal finance companies, mortgage companies, building 
and loan associations, installment lending companies, and other such 
financial institutions, which the Commissioner finds to be qualified by 
experience or facilities and approves as eligible for credit insurance, 
against losses which they may sustain as a result of loans and advances 
of credit, and purchases of obligations representing loans and advances 
of credit, made by them on and after July 1, 1939, and prior to Sep- 
tember 30, [1959] 1960, for the purpose of financing alterations, 
repairs, and improvements upon or in connection with existing struc- 
tures, and the building of new structures, upon urban, suburban, or 
rural real property (including the restoration, rehabilitation, rebuild- 
ing, and replacement of such improvements which have been damaged 
or destroyed by earthquake, conflagration, tornado, hurricane, cy- 
clone, flood, or other catastrophe), by the owners thereof or by lessees 
of such real property under a lease expiring not less than six months 
after the maturity of the loan or advance of credit. In no case shall 
the insurance granted by the Commissioner under this section to any 
such financial institution on loans, advances of credit, and purchases 
made by such financial institution for such purposes on and after 
July 1, 1939, exceed 10 per centum of the total amount of such loans, 
advances of credit, and purchases: Provided, That with respect to 
any loan, advance of credit, or purchase made after the effective date 
of the Housing Act of 1954, the amount of any claim for loss on any 
such individual loan, advance of credit, or purchase paid by the Com- 
missioner under the provisions of this section to a lending institution 
shall not exceed 90 per centum of such loss. The aggregate amount 
of all loans, advances of credit, and obligations purchased, exclusive 
of financing charges, with respect to which insurance may be hereto- 
fore or hereafter granted under this section and outstanding at any 
one time shall not exceed $1,750,000,000. 


* * ” * * * + 
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INSURANCE OF MORTGAGES 


Sec. 8. (a) To assist in providing adequate housing for families of 
low and moderate income, particularly in suburban and outlying 
areas, this section is designed to supplement systems of mortgage 
insurance under other provisions of the National Housing Act by 
making feasible the insurance of mortgages covering properties in 
areas where it is not practicable to obtain conformity with many of 
the requirements essential to the insurance of mortgages on housing 
in built-up urban areas. 

* * * * * * . 


(g) Subsections (c), (d), (e), (f), (g), [and (h)] (h), (), and (k) 
of section 204 of this act shall be applicable to mortgages insured 
under this section except that all references therein to the Mutual 
ao Insurance Fund or the Fund shall be construed to refer to 
the Title I Housing Insurance Fund, and all references therein to 
section 203 shal] be construed to refer to this section: Provided, 
That debentures issued in connection with mortgages insured under 
this section 8 shall have the same tax exemption as debentures issued 
in connection with mortgages insured under section 203 of this act. 

* * + * * * * 


TITLE II—MORTGAGE INSURANCE 
DEFINITIONS 


Suc. 201. As used in section 203 of this title— 

(a) The term “mortgage’’ means a first mortgage on real estate, 
in fee simple, or on a leasehold (1) under a lease for not less than 
ninety-nine years which is renewable or (2) under a lease having a 
period of not less than fifty years to run from the date the mortgage 
was executed; and the term “first mortgage’? means such classes of 
first liens as are commonly given to secure advances on, or the un- 
paid purchase price of, real estate, under the laws of the State in 
which the real estate is located, together with the credit instruments, 
if any, secured thereby. 

(b) The term ‘mortgagee’ includes the original lender under a 
mortgage, and his successors and assigns approved by the Commis- 
sioner; and the term “mortgagor” includes the original borrower 
under a mortgage and his successors and assigns. 

(c) The term ‘‘maturity date’ means the date on which the mort- 
gage indebtedness would be extinguished if paid in accordance with 
periodic payments provided for in the mortgage. 

d) The term “State” includes the several States, :nd Alaska, 


Hawaii, Puerto Rico, the District of Columbia, Guam, and the Virgin 
Islands. 
‘ MUTUAL MORTGAGE INSURANCE FUND 


Sec. 202. There is hereby created a Mutual Mortgage Insurance 
Fund (hereinafter referred to as the ‘‘Fund’’), which shall be used by 
the Commissioner as a revolving fund for carrying out the provisions 
of this title with respect to mortgages insured under section 203 as 
hereinafter provided, and there shall be allocated immediately to such 
Fund the sum of $10,000,000 out of funds made available to the 
Commissioner for the purposes of this title. 
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INSURANCE OF MORTGAGES 


Sxc. 203. (a) The Commissioner is authorized, upon application by 
the mortgagee, to insure as hereinafter provided any mortgage offered 
to him which is eligible for insurance as hereinafter provided, and, 
upon such terms as the Commissioner may prescribe, to make commit- 
ments for the insuring of such mortgages prior to the date of their 
execution or disbursement thereon: Provided, That the aggregate 
amount of principal obligations of all mortgages imsured under this 
title and outstanding at any one time shall not exceed $7,750,000,000 
except that with the approval of the President such aggregate amount 
may be increased at any time or times by additional amounts aggregat- 
ing not more than $1,250,000,000 upon a determination by the Presi- 
dent, taking into account the general effect of any such increase upon 
conditions in the building industry and upon the national economy, 
that such increase is in the public interest. 

(b) To be eligible for insurance under this section a mortgage shall— 

(1) Have been made to, and be held py, a mortgagee approved by 
the Commissioner as responsible and able to service the mortgage 
properly. 

(2) Involve a principal obligation (including such initial service 
charges, appraisal, inspection, and other fees as the Commissioner shall 
approve) in an amount not to exceed [$20,000] $25,000 in the case of 
property upon which there is located a dwelling designed principally 
{(whether or not it may be intended to be rented temporarily for 
school purposes) for a one- or two-family residence] for a one-family 
residence; or $25,000 in the case of a two-family residence (whether or 
not such one- or two-family residences may be intended to be rented tem- 
porarily for school purposes); or $27,500 in the case of a three-family 
residence; or $35,000 in the case of a four-family residence; and not 
to exceed an amount equal to the sum of (i) 97 per centum (but, in 
any case where the dwelling is not approved for mortgage insurance 
prior to the beginning of construction, unless the construction of the 
dwelling was completed more than one year prior to the application 
for mortgage insurance, 90 per centum) of $13,500 of the appraised 
value of the property, as of the date the mortgage is accepted for 
insurance, (11) 85 per centum of such value in excess of $13,500 but 
not in excess of $16,000, and (iii) 70 per centum of such value in 
excess of $16,000. 

(3) Have a maturity satisfactory to the Commissioner, but not to 
exceed, in any event, thirty years from the date of the insurance of 
the mortgage or three-quarters of the Commissioner’s estimate of the 
remaining economic life of the building improvements, whichever is 
the lesser. 

(4) Contain complete amortization provisions satisfactory to the 
Commissioner requiring periodic payments by the mortgagor not in 
excess of his simelie ability to pay as determined by the Com- 
missioner. 

(5) Bear interest (exclusive of premium charges for insurance, and 
service charges if any) at not to exceed 5 per centum per annum on 
the amount of the principal obligation outstanding at any time, or 
not to exceed such per centum per annum not in excess of 6 per 
centum as the Commissioner finds necessary to meet the mortgage 
market: Provided, That no service charge shall be allowed in the case of 
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any mortgage which 1s insured under this Act after the date of enactment 
of the Housing Act of 1959. 

(6) Provide, in a manner satisfactory to the Commissioner, for the 
application of the mortgagor’s periodic payments (exclusive of the 
amount allocated to interest and to the premium charge which is 
required for mortgage insurance as hereinafter provided) to amor- 
tization of the principal of the mortgage. 

(7) Contain such terms and provisions with respect to insurance, 
repairs, alterations, payment of taxes, default reserves, delinquency 
charges, foreclosure proceedings, anticipation of maturity, additional 
and secondary liens, and other matters as the Commissioner may in 
his discretion prescribe. 

(8) In the case of a mortgagor who is not the occupant of the 
property, have a principal obligation not in excess of an amount 
equal to 85 per centum of the amount computed under the provisions 
of paragraph (2) of this subsection: Provided, That such 85 per 
centum limitation shall not be applicable if the mortgagor and mortgagee 
assume responsibility in a manner satisfactory to the Commissioner for 
the reduction of the mortgage by an amount not less than 15 per centum 
of the outstanding principal amount thereof in the event the mortgaged 
property is not, prior to the due date of the eighteenth amortization pay- 
ment of the mortgage, sold to a purchaser acceptable to the Commissioner 
who is the occupant of the property and who assumes and agrees to pay 
the mortgage indebtedness. 

(9) Be executed by a mortgagor who shall have paid on account 
of the property at least 3 per centum, or such larger amount as the 
Commissioner may determine, of the Commissioner’s estimate of the 
cost of acquisition in cash or its equivalent: Provided, That with 
respect to a mortgage executed by a mortgagor who is sixty years of 
age or older as of the date the mortgage is endorsed for insurance or 
with respect to a mortgage meeting the requirements of subsection 
(i) of this section, the mortgagor’s payment required by this subsec- 
tion may be paid by a corporation or person other than the mort- 
gagor under such terms and conditions as the Commissioner may 
prescribe. 

(c) The Commissioner is authorized to fix a premium charge for the 
insurance of mortgages under this title but in the case of any mortgage 
such charge shall not be less than an amount equivalent to one-half of 
1 per centum per annum nor more than an amount equivalent to 1 
per centum per annum of the amount of the principal obligation of 
the mortgage outstanding at any time, without taking into account 
delinquent payments or prepayments: Provided, That a premium 
charge so fixed and computed shall also be applicable to each mort- 
gage insured prior to the date of enactment of the National Housing 
Act Amendments of 1938 in lieu of any premium charge which would 
otherwise become due after such date with respect to such mortgage: 
Provided further, That in the case of any mortgage described in sec- 
tion 203(b)(2)(B) and accepted for insurance after such date and 
prior to July 1, 1939, the premium charge shall be one-fourth of 1 per 
centum per annum on such outstanding principal obligation. Such 
premium charges shall be payable by the mortgagee, either in cash, or 
in debentures issued by the Commissioner under this title at par plus 
accrued interest, in such manner as may be prescribed by the Com- 
missioner: Provided, That debentures presented in payment of pre- 
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mium charges shall represent obligations of the particular insurance 
fund to which such premium charges are to be credited: Provided 
further, That the Commissioner may require the payment of one or 
more such premium charges at the time the mortgage is insured, at 
such discount rate as he may prescribe not in excess of the interest rate 
specified in the mortgage. If the Commissioner finds upon the pres- 
entation of a mortgage for insurance and the tender of the initial 
premium charge or charges so required that the mortgage complies 
with the provisions of this section, such mortgage may be accepted for 
insurance by endorsement or otherwise as the Commissioner may 
prescribe; but no mortgage shall be accepted for insurance under this 
section unless the Commissioner finds that the project with respect to 
which the mortgage is executed is economically sound. In the event 
that the principal obligation of any mortgage accepted for insurance 
under this title is paid in full prior to the maturity date, the Commis- 
sioner is further authorized in his discretion to require the payment by 
the mortgagee of an adjusted premium charge in such amount as the 
Commissioner determines to be equitable, but not in excess of the 
aggregate amount of the premium charges that the mortgagee would 
otherwise have been required to pay if the mortgage had continued to 
be insured until such maturity date; and in the event that the principal 
obligation is paid in full as herein set forth, the Commissioner is 
authorized to refund to the mortgagee for the account of the mort- 
gagor all, or such portion as he shall determine to be equitable, of the 
current unearned premium charges theretofore paid. 

(d) Repealed. 

(e) Any contract of insurance heretofore or hereafter executed by 
the Commissioner under this title shall be conclusive evidence of the 
eligibility of the mortgage for insurance, and the validity of any con- 
tract of msurance so executed shall be incontestable in the hands of an 
approved mortgagee from the date of the execution of such contract, 
except for fraud or misrepresentation on the part of such approved 
mortgagee. 

(f) Repealed. 

(g) Repealed. 

(h) Notwithstanding any other provision of this section, the Com- 
missioner is authorized to insure any mortgage which involves a prin- 
cipal obligation not in excess of $12,000 and not in excess of 100 per 
centum of the appraised value of a property upon which there is located 
a dwelling designed principally for a single-family residence, where 
the mortgagor is the owner and occupant and establishes (to the satis- 
faction of the Commissioner) that his home which he occupied as an 
owner or as a tenant was destroyed or damaged to such an extent that 
reconstruction is required as a result of a flood, fire, hurricane, earth- 
quake, storm, or other catastrophe which the President, pursuant to 
section 2(a) of the Act entitled ‘“‘An Act to authorize Federal assist- 
ance to States and local governments in major disasters and for other 

urposes”’ (Public Law 875, Eighty-first Congress, approved Septem- 
er 30, 1950), as amended, has determined to be a major disaster. 

(i) The Commissioner is authorized to insure under this section, 
any mortgage meeting the requirements of subsection (b) of this 
section, except as modified by this subsection, which involves a prin- 
cipal obligation not in excess of [$8,000] $9,000 and not in excess of 
97 per centum of the appraised value of a property located in an area 
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where the Commissioner finds it is not practicable to obtain conformity 
with many of the requirements essential to the insurance of mort- 
gages on housing in built-up urban areas, upon which there is located 
a dwelling designed principally for a single-family residence, and 
which is approved for mortgage insurance prior to the beginning of 
construction: Provided, That if the mortgagor is not the occupant of 
the property at the time of insurance, the principal obligation of the 
mortgage shall not exceed 85 per centum of the appraised value of 
the property: Provided further, That the Commissioner finds that the 
property with respect to which the mortgage is executed is an accept- 
able risk, giving consideration to the need for providing adequate 
housing for families of low and moderate income particularly in sub- 
urban and outlying areas or small communities: Provided further, That 
under the foregoing provisions of this subsection the Commissioner 
is authorized to insure any mortgage issued with respect to the con- 
struction of a farm home on a plot of land five or more acres in size 
adjacent to a public highway[, the total amount of insurance out- 
standing at any one time under this proviso not to exceed $100,000,- 
000]. 
PAYMENT OF INSURANCE 


Src. 204. (a) In any case in which the mortgagee under a mortgage 
insured under section 203 or section 210 shall have foreclosed and taken 
possession of the mortgaged property in accordance with regulations of, 
and within a period to be determined by, the Commissioner, or shall, 
with the consent of the Commissioner, have otherwise acquired such 
property from the mortgagor after default, the mortgagee shall be 


entitled to receive the benefit of the insurance as hereinafter provided, 
upon (1) the prompt conveyance to the Commissioner of title to the 
property which meets the requirements of rules and regulations of the 
Commissioner in force at the time the mortgage was insured, and which 
is evidenced in the manner prescribed by such rules and regulations, 
and (2) the assignment to him of all claims of the mortgagee against 
the mortgagor or others, arising out of the mortgage transaction or 
foreclosure proceedings, except such claims as may have been released 
with the consent of the Commissioner. Upon such conveyance and 
assignment the obligation of the mortgagee to pay the prone charges 
for insurance shall cease and the Commissioner shall, subject to the 
cash adjustment hereinafter provided, issue to the mortgagee deben- 
tures having a total face value equal to the value of the mortgage and 
a certificate of claim, as hereinafter provided. For the purposes of 
this subsection, the value of the mortgage shall be determined, in 
accordance with rules and regulations prescribed by the Commissioner, 
by adding to the amount of the original principal obligation of the 
mortgage which was unpaid on the date of the institution of foreclosure 
proceedings, or on the date of the acquisition of the property after 
default other than by foreclosure, the amount of all payments which 
have been made by the mortgagee for taxes, ground rents, and water 
rates, which are liens prior to the mortgage, special assessments which 
are noted on the application for insurance or which become liens after 
the insurance of the mortgage, insurance on the mortgaged property, 
and any mortgage insurance premiums paid after either of such dates, 
and any tax imposed by the United States upon any deed or other 
instrument by which said property was acquired by the mortgagee and 
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transferred or conveyed to the Commissioner, and by deducting from 
such total amount any amount received on account of the mortgage 
after either of such dates, and any amount received as rent or other 
income from the property, less reasonable expenses incurred in han- 
dling the property, after either of such dates: Provided, That with 
respect to mortgages which are accepted for insurance under section 
203(b)(2)(B) of this Act, and which are foreclosed before there shall 
have been paid on account of the principal obligation of the mortgage 
a sum equal to 10 per centum of the appraised value of the property as 
of the date the mortgage was accepted for insurance, there may be 
included in the debentures issued by the Commissioner, on account of 
foreclosure costs actually paid by the mortgagee and approved by the 
Commissioner an amount not in excess of 2 per centum of the unpaid 
principal of the mortgage as of the date of the institution of foreclosure 
proceedings, but in no event in excess of $75: And provided further, 
That with respect to mortgages which are accepted for insurance under 
section 203(b)(2)(D) or under the second proviso of section 207 (c)(2) of 
this Act, or under section 213 of this Act, or with respect to any 
mortgage accepted for insurance under section 203 on or after the 
effective date of the Housing Act of 1954, there may be included in the 
debentures issued by the Commissioner on account of the cost of 
foreclosure (or of acquiring the property by other means) actually paid 
by the mortgagee.and approved by the Commissioner an amount, not 
in excess of two-thirds of such cost or $75 whichever is the greater: 
And provided further, That with respect to mortgages to which the 
rovisions of sections 302 and 306 of the Soldiers’ and Sailors’ Civil 
elief Act of 1940, as now or hereafter amended, apply and which are 
insured under section 203 of the National Housing Act, as now or 
hereafter amended, and subject to such regulations and conditions as 
the Commissioner may prescribe, there shall be included in the 
debentures an amount which the Commissioner finds to be sufficient to 
compensate the mortgagee for any loss which it may have sustained on 
account of interest on debentures and the payment of insurance 
premiums by reason of its having postponed the institution of fore- 
closure proceedings or the acquisition of the property by other means 
during any part or all of the period of such military service and three 
months thereafter: And provided further, That with respect to. any 
mortgage covering a one-, two-, three-, or four-family residence insured 
under this Act if the Commissioner finds, after notice of default, that the 
default was due to circumstances beyond the control of the mortgagor and it 
is probable that the mortgage will be restored to good standing within a 
reasonable period of time, he may, under such regulations and conditions 
as he may prescribe, extend the time for curing default and enter into an 
agreement with the mortgagee providing that if the mortgage is subse- 
quently foreclosed, any interest accruing ~~ the date of the agreement 
which is not paid by the mortgagor may be included in the debentures: 
ob. urther, That, notwithstanding any requirement con- 

tained in this Act that debentures may be issued only upon acquisition 
of title and possession by the mortgagee and its subsequent conveyance 
and transfer to the Commissioner, and for the purpose of avoiding 
unnecessary conveyance expense in connection with payment of insur- 
ance benefits under the provisions of this Act, the Commissioner is 
authorized, subject to such rules and regulations as he may prescribe, 
to permit the mortgagee to tender to the Commissioner a satisfactory 
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conveyance of title and transfer of possession direct from the mortga- 
gor or other appropriate grantor and to pay the insurance benefits to 
the mortgagee which it would otherwise be entitled to if such con- 
veyance had been made to the mortgagee and from the mortgagee to 
the Commissioner. 

(b) The Commissioner may at any time, under such terms and 
conditions as he may prescribe, consent to the release of the mortgagor 
from his liability under the mortgage or the credit instrument secured 
thereby, or consent to the release of parts of the mortgaged property 
from the lien of the mortgage. 

(c) Debentures issued under this section shall be in such form and 
denominations in multiples of $50, shall be subject to such terms and 
conditions, and shall include such provisions for redemption, if any, 
as may be prescribed by the Commissioner with the approval of the 
Secretary of the Treasury, and may be in coupon or registered form. 
Any difference between the value of the mortgage determined as herein 
provided and the aggregate face value of the debentures issued, not 
to exceed $50, shall be adjusted by the payment of cash by the Com- 
missioner to the mortgagee from the Fund as to mortgages insured 
under section 203 and from the Housing Fund as to mortgages insured 
under section 210. 

(d) The debentures issued under this section to any mortgagee with 
respect to mortgages insured under section 203 shall be executed in 
the name of the Mutual Mortgage Insurance Fund as obligor, shall be 
signed by the Commissioner by either his written or engraved signa- 
ture, and shall be negotiable and the debentures issued under this 
section to any mortgagee with respect to mortgages insured under 
section 210 shall be executed in the name of the Housing Insurance 
Fund as obligor, shall be signed by the Commissioner by either his 
written or engraved signature, and shall be negotiable. All such 
debentures shall be dated as of the date foreclosure proceedings were 
instituted, or the property was otherwise acquired by the mortgagee 
after default, and shall bear interest from such date at a rate estab- 
lished by the Commissioner pursuant to section 224, payable semi- 
annually on the ist day of January and the Ist day of July of each 
year, and shall mature twenty years after the date thereof. Such 
debentures as are issued in exchange for property covered by mort- 
gages insured under section 203 or section 207 prior to the date of 
enactment of the National Housing Act Amendments of 1938 shall be 
subject only to such Federal, State, and local taxes as the mortgages in 
exchange for which they are issued would be subject to in the hands of 
the holder of the debentures and shall be a liability of the Fund, but 
such debentures shall be fully and unconditionally guaranteed as to 
principal and interest by the United States; but any mortgagee en- 
titled to receive any such debentures may elect to receive in lieu thereof 
a cash adjustment and debentures issued as hereinafter provided and 
bearing the current rate of interest.. Such debentures as are issued in 
exchange for property covered by mortgages insured after the date of 
enactment of the National Housing Act Amendments of 1938 shall be 
exempt, both as to principal and interest, from all taxation (except 
surtax, estate, inheritance, and gift taxes) now or hereafter imposed 
by the United States, by any Territory, dependency, or possession 
thereof, or by any State, county, municipality, or local taxing author- 
ity; and such debentures shall be paid out of the Fund, or the Housing 
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Fund, as the case may be, which shall be primarily liable therefor, and 
they shall be fully and unconditionally guaranteed as to principal and 
interest by the United States, and such guaranty shall be expressed 
on the face of the debentures. In the event that the Fund or the 
Housing Fund fails to pay upon demand, when due, the principal of 
or interest on any debentures issued under this section, the Secretary 
of the Treasury shall pay to the holders the amount thereof which is 
hereby authorized to be appropriated, out of any money in the Treas- 
ury not otherwise appropriated, and thereupon to the extent of the 
amount so paid the Secretary of the Treasury shall succeed to all the 
rights of the holders of such debentures. 

(e) The certificate of claim issued by the Commissioner to any 
mortgagee shall be for an amount which the Commissioner determines 
to be sufficient, when added to the face value of the debentures 
issued and the cash adjustment paid to the mortgagee, to equal the 
amount which the mortgagee would have received if, at the time of 
the conveyance to the Commissioner of the property covered by the 
mortgage, the mortgagor had redeemed the property and paid in full 
all oblestions under the mortgage and a reasonable amount for 
necessary expenses incurred by the mortgagee in connection with the 
foreclosure proceedings, or the acquisition of the mortgaged property 
otherwise, and the conveyance thereof to the Commissioner. Each 
such certificate of claim shall provide that there shall accrue to the 
holder of such certificate with respect to the face amount of such 
certificate, an increment at the rate of 3 per centum per annum 
which shall not be compounded. The amount to which the holder 
of any such certificate shall be entitled shall be determined as pro- 
vided in subsection (f). 

(f) If the net amount realized from any property conveyed to the 
Commissioner under this section and the claims assigned therewith, 
after deducting all expenses incurred by the Commissioner in han- 
dling, dealing with, and disposing of such property and in collecting 
such claims, exceeds the face value of the debentures issued and the 
cash paid in exchange for such property plus all interest paid on such 
debentures, such excess shall be divided as follows: 

(1) If such excess is greater than the total amount payable under 
the certificate of claim issued in connection with such property, the 
Jommissioner shall pay to the holder of such certificate the full 
amount so payable, and any excess remaining thereafter shall be paid 
to the mortgagor of such property if the mortgage was insured under 
section 203 and shall be retained by the Commissioner and credited 
to the Housing Insurance Fund if the mortgage was insured under 
section 207; and 

(2) If such excess is equal to or less than the total amount payable 
under such certificate of claim, the Commissioner shall pay to the 
holder of such certificate the full amount of such excess. 

Notwithstanding any other provisions of this section, the Commis- 
sioner is authorized, with respect to mortgages insured pursuant to 
commitments for insurance issued after the date of enactment of the 
Housing Amendments of 1955, and, with the consent of the mort- 
gagee or mortgagor, as the case may be, with respect to mortgages 
insured pursuant to commitments issued prior to such date, to effect 
the settlement of certificates of claim and refunds to mortgagors at 
any time after the sale or transfer of title to the property conveyed 
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to the Commissioner under this section and without awaiting the 
final liquidation of such property for the purpose of determining the 
net amount to be realized therefrom. 

(g) Notwithstanding any other provision of law relating to the 
acquisition, handling, or disposal of real property by the United States, 
the Commissioner shall have power to deal with, complete, rent, reno- 
vate, modernize, insure, or sell for cash or credit, in his discretion, any 
properties conve ved to him in exchange for debentures and certificates 
of claim as provided in this section; and notwithstanding any other 
provision of law, the Commissioner shall also have power to pursue to 
final collection, by way of compromise or otherwise, all claims against 
mortgagors assigned by mortgagees to the Commissioner as provided 
in this section: Provided, That section 3709 of the Revised Statutes 
shall not be construed to apply to\any contract for hazard insurance, 
or to any purchase or contract for services or supplies or account of 
such property if the amount thereof does not exceed $1,000. The 
power to convey and to execute in the name of the Commissioner 
deeds of conveyance, deeds of release, assignments and satisfaction of 
mortgages, and any other written instrument relating to real property 
or any interest therein heretofore or hereafter acquired by the Com- 
missioner pursuant to the provisions of this Act, may be exercised by 
the Commissioner or by any Assistant Commissioner appointed by 
him without the execution of any express delegation of power or power 
of attorney: Provided, That nothing in this subsection shall be con- 
strued to prevent the Commissioner from delegating such power by 
order or by power of attorney, in his discretion, to any officer, agent, 
or employee he may appoint. 

(h) No mortgagee or mortgagor shall have, and no certificate of 
claim shall be construed to give to any mortgagee or mortgagor, any 
right or interest in any property conveyed to the Commissioner or in 
any claim assigned to him; nor shall the Commissioner owe any duty 
to any mortgagee or mortgagor with respect to the handling or disposal 
of any such property or the collection of any such claim. 

(j) In the event that any mortgagee under a mortgage insured under 
section 203 forecloses on the mortgaged property but does not convey 
such property to the Commissioner in accordance with this section, and 
the Commissioner is given written notice thereof, or in the event that 
the mortgagor pays the obligation under the mortgage in full prior to 
the maturity thereof, and the mortgagee pays any adjusted premium 
charge required under the provisions of section 203 (c), and the Com- 
missioner is given written notice by the mortgagee of the payment of 
such obligation, the obligation to pay any subsequent premium charge 
for insurance shall cease, and all rights of the mortgagee and the mort- 
gagor under this section shall terminate as of the date of such notice. 

“E(e) Notwithstanding any other provision of this section or of 
section 604 or 904, with respect to any debentures issued pursuant to 
this section or section 604 or 904, the Commissioner may (1) include 
in such debentures reasonable payments made by the mortgagee, with 
the approval of the Commissioner, for the purpose of protecting, oper- 
ating, or preserving the property, and taxes imposed upon any deed 
or other instrument by which the property was acquired by the mort- 
gagee and transferred or conveyed to the Commissioner, and (2) ter- 
minate the mortgagee’s obligation to pay mortgage insurance pre- 
miums upon receipt of an application for debentures filed by the 


mortgagee. J 
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(k) Notwithstanding any other provision of this section or of section 
604 or 904 and with respect to any debentures issued in exchange for 
properties conveyed to end. accepted by the Commissioner after the effective 
date of the Housing Act of 1959 in accordance with such sections, the Com- 
missioner may: (1) include in debentures reasonable payments made by 
the mortgagee with the approval of the Commissioner for the purpose of 
protecting, operating, or preserving the property, and taxes imposed upon 
any deed or any other instrument by which the property was acquired by the 
mortgagee and transferred or conveyed to the Commissioner; (2) include in 
debentures as a portion of foreclosure costs (to the extent that foreclosure 
costs may be included in such debentures by any other provision of this 
Act) payments made by the mortgagee for the cost of acquiring the property 
and conveying and erndencing title to the property to the Commissioner; 
and (3) terminate the mortgagee’s obligation to pay mortgage insurance 
premiums upon receipt of an application for debentures filed by the 
mortgagee, or in the event the contract of insurance is terminated pursuant 
to section 229. 


CLASSIFICATION OF MORTGAGES AND INSURANCE FUND 


Src. 205. (a) The Commissioner shall establish as of July 1, 1954, 
in the Mutual Mortgage Insurance Fund a General Surplus Account 
and a Participating Reserve Account. All of the assets of the General 
Reinsurance Account shall be transferred to the General Surplus 
Account whereupon the General Reinsurance Account shall he abol- 
ished. There shall be transferred from the various group acc: u1ics to 
the Participating Reserve Account as of July 1, 1954, an amount 
equal to the aggregate amount which would have been distributed 
under the provisions of section 205 in effect on June 30, 1954, if all 
outstanding mortgages in such group accounts had been paid in full 
on said date. All of the remaining balances of said group accounts 
shall as of said date be transferred to the General Surplus Account 
whereupon all of said group accounts shall be abolished. 

(b) The aggregate net income thereafter received or any net loss 
thereafter sustained by the Mutual Mortgage Insurance Fund in any 
semiannual period shall be credited or charged to the General Surplus 
Account and/or the Participating Reserve Account in such manner 
and amounts as the Commissioner may determine to be in accord 
with sound actuarial and accounting practice. 

(c) Upon termination of the insurance obligation of the Mutual 
Mortgage Insurance Fund by payment of any mortgage insured there- 
under, the Commissioner is authorized to distribute to the mortgagor 
a share of the Participating Reserve Account in such manner and 
amount as the Commissioner shall determine to be equitable and in 
accordance with sound actuarial and accounting practice: Provided, 
That, in no event, shall any such distributable share exceed the aggre- 
gate scheduled annual premiums of the mortgagor to the year of 
termination of the insurance. 

(d) No mortgagor or mortgagee of any mortgage insured under 
section 203 shall have any vested right in a credit balance in any 
such account or be subject to any liability arising out of the mutuality 
of the Fund and the determination of the Commissioner as to the 
amount to be paid by him to any mortgagor shall be final and 
conclusive. 
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INVESTMENT OF FUNDS 


Sec. 206. Moneys in the Fund not needed for the current operations 
of the Federal Housing Administration shall be deposited with the 
Treasurer of the United States to the credit of the Fund, or invested 
in bonds or other obligations of, or in bonds or other obligations guar- 
anteed as to principal and interest by, the United States. The Com- 
missioner may, with the approval of the Secretary of the Treasury, 
purchase in the open market debentures issued under the provisions of 
section 204. Such purchases shall be made at a price which will provide 
an investment yield of not less than the yield obtainable from other 
investments authorized by this section. Debentures so purchased shall 
be canceled and not reissued, and the several group accounts to which 
such debentures have been charged shall be charged with the amounts 
used in making such purchases. 


RENTAL HOUSING INSURANCE 


Sec. 207. (a) As used in this section— 

(1) The term “mortgage” means a first mortgage on real estate in 
fee simple, or on the interest of either the lessor or lessee thereof (A) 
under a lease for not less than ninety-nine years which is renewable 
or (B) under a lease having a period of not less than fifty years to 
run from the date the mortgage was executed, upon which there is 
located or upon which there is to be constructed a building or buildings 
designed principally for residential use or upon which there is located 
or to be constructed facilities for trailer coach mobile dwellings; and 
the term “first mortgage’? means such classes of first liens as are com- 
monly given to secure advances (including but not being limited to 
advances during construction) on, or the unpaid purchase price of, 
real estate under the laws of the State in which the real estate is 
located, together with the credit instrument or instruments, if any, 
secured thereby, and may be in the form of trust mortgages or mort- 
gage indentures or deeds of trust securing notes, bonds, or other credit 
instruments. 

(2) The term “mortgagee” means the original lender under a 
mortgage, and its successors and assigns, and includes the holders of 
credit instruments issued under a trust mortgage or deed of trust 
eerenant to which such holders act by and through a trustee therein 
named. 

(3) The term ‘mortgagor’? means the original borrower under a 
mortgage and its successors and assigns. 

(4) The term “maturity date’? means the date on which the mort- 
gage indebtedness would be extinguished if paid in accordance with 
the periodic payments provided for in the mortgage. 

(5) The term “slum or blighted area’’ means any area where 
dwellings predominate which, by reason of dilapidation, overcrowding, 
faulty arrangement or design, lack of ventilation, light or sanitation 
facilities, or any combination of these factors, are detrimental to safety, 
health, or morals. 

(6) The term “rental. housing” means housing, the occupancy of 
which is permitted by the owner thereof in consideration of the pay- 
ment of agreed charges, whether or not, by the terms of the agreement, 
such payment over a period of time will entitle the occupant to the 
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ownership of the premises or space in a trailer court or park properly 
arranged and equipped to accommodate trailer coach mobile dwellings. 

(7) The term “State” includes the several States, and Alaska, 
Hawaii, Puerto Rico, the District of Columbia, Guam, and the Virgin 
Islands. 

(b) In addition to mortgages insured under section 203, the Com- 
missioner is authorized to insure mortgages as defined in this section 
(including advances on such mortgages during construction) which 
cover property held by— 

(1) Federal or State instrumentalities, municipal corporate instru- 
mentalities of one or more States, or limited dividend or redevelopment 
or housing corporations restricted by Federal or State laws or regula- 
tions of State banking or insurance departments as to rents, charges, 
capital structure, rate of return, or methods of operation; or 

(2) Private corporations, associations, cooperative societies which 
are legal agents of owner-occupants, or trusts formed or created for 
the purpose of rehabilitating slum or blighted areas, or providing 
housing for rent or sale, and which possess powers necessary therefor 
and incidental thereto, and which, until the termination of all obli- 
gations of the Commissioner under such insurance, are regulated or 
restricted by the Commissioner as to rents or sales, charges, capital 
structure, rate of return, and methods of operation to such extent and 
in such manner as to provide reasonable rentals to tenants and a 
reasonable return on the investment. The Commissioner may make 
such contracts with, and acquire for not to exceed $100 such stock or 
interest in, any such corporation, association, cooperative society, or 
trust as he may deem necessary to render effective such restriction or 
regulation. Such stock or interest shall be paid for out of such Hous- 
ing Fund, and shall be redeemed by the corporation, association, 
cooperative society, or trust at par upon the termination of all obli- 
gations of the Commissioner under the insurance. 

The insurance of mortgages under this section is intended to facili- 
tate particularly the production of rental accommodations, at reason- 
able rents, of design and size suitable for family living. The Com- 
missioner is, therefore, authorized and directed in the administration 
of this section [(except provisions relating to housing for elderly per- 
sons) ] to take action, by regulation or otherwise, which will direct the 
benefits of mortgage insurance hereunder primarily to those projects 
which make adequate provision for families with children, and in which 
every effort has been made to achieve moderate rental charges. 

Notwithstanding any other provisions of this section, no mortgage 
shall be insured hereunder [(except with respect to housing designed 
for elderly persons, with occupancy preference therefor, as provided in 
the paragraph following paragraph (3) of subsection (c))] unless the 
mortgagor certifies under oath that in selecting tenants for the prop- 
erty covered by the mortgage he will not discriminate against any 
family by reason of the fact that there are children in the family, and 
that he will not sell the property while the insurance is in effect unless 
the purchaser so certifies, such certification to be filed with the Com- 
missioner. Violation of any such certification shall be a misdemeanor 
punishable by a fine of not to exceed $500. 

(c) To be eligible for insurance under this section a mortgage on 


any property or project shall involve a principal obligation im an 
amount— 
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(1) not to exceed $12,500,000, or, if executed by a mortgagor coming 
within the provisions of paragraph numbered (b) (1) of this section, 
not to exceed $50,000,000; 

(2) not to exceed 90 per centum of the estimated value of the 
property or project (when the proposed improvements are completed) : 
Provided, That except with respect to a mortgage executed by a 
mortgagor coming within the provisions of paragraph numbered (b) 
(1) of this section or a mortgage on a trailer court or park, such 
mortgage shall not exceed the amount which the Commissioner esti- 
mates will be the cost of the completed physical improvements on the 
property or project exclusive of public utilities and streets and organ- 
ization and legal expenses: And provided further, That the 
above limitations in this paragraph (2) shall not apply to mortgages 
on housing in the Territory of Alaska, or in Guam, but such a mortgage 
may involve a principal obligation in an amount not to exceed 90 
per centum of the amount which the Commissioner estimates will be 
the replacement cost of the property or project when the proposed 
improvements are completed (the value of the property or project as 
such term is used in this paragraph may include the land, the proposed 
physical improvements, utilities within the boundaries of the property 
or project, architect’s fees, taxes, and interest accruing during con- 
struction, and other miscellaneous charges incident to construction 
and approved by the Commissioner): And provided further, That 
nothing contained in this section shall preclude the insurance of 
mortgages covering existing construction located in slum or blighted 
areas, as defined in paragraph numbered (5) of subsection (a) of this 
section, and the Commissioner may require such repair or rehabilita- 
tion work to be completed as is, in his discretion, necessary to remove 
conditions detrimental to safety, health, or morals; and 

(3) not to exceed, for such part of such property or project as ma 
be attributable to dwelling use [$2,250] $2,500 per room (or [$8,100 
$9,000 per family unit if the number of rooms in such property or 
project is less than four per family unit) or not to exceed [$1,000] 
$1,500 per space or [$300,000] $500,000 per mortgage for trailer 
courts or parks: Provided, That as to projects to consist of elevator- 
type structures, the Commissioner may, in his discretion, increase the 
dollar amount limitation of [$2,250] $2,500 per room to not to ex- 
ceed [$2,700] $3,000 per room and the dollar amount limitation of 
[$8,100] $9,000 per family unit to not to exceed [$8,400] $9,400 per 
family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator-type structures of sound 
standards of construction and design; except that the Commissioner 
may, by regulation, increase any of the foregoing dollar amount 
limitations contained in this paragraph by not to exceed [$1,000] 
$1,250 per room without regard to the number of rooms being less 
than four, or four or more, in any geographical area where he finds 
that cost levels so require. 

Notwithstanding any of the limitations contained in paragraphs (2) 
and (3) of this subsection, if the entire property or project is specially 
designed for the use and occupancy of elderly persons in accordance 
with standards established by the Commissioner and the mortgagor is 
a financially qualified nonprofit organization acceptable to the Commis- 
sioner, the mortgage may involve a principal obligation not in excess of 
$8,100 per family unit (or $8,400 per family unit in the case of projects 
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to consist of elevator-type structures) for such part of such property as 
may be attributable to dwelling use and not in excess of 90 per centum 
of the amount which the Commissioner estimates will be the replace- 
ment cost of such property or project when the proposed physical 
improvements are completed: Provided, That the Commissioner shall 
prescribe such procedures as in his judgment are necessary to secure 
to elderly persons priorities in occupancy of the units designed for 
their use, and may permit single elderly persons to use and occupy 
such units.] 

The mortgage shall provide for complete amortization by periodic 
payments within such term as the Commissioner shall prescribe, and 
shall bear interest (exclusive of premium charges for insurance) at not 
to exceed [4%] 5 per centum per annum on the amount of the principal 
obligation outstanding at any time. The Commissioner may consent 
to the release of a part or parts of the mortgaged property from the 
lien of the mortgage upon such terms and conditions as he may pre- 
scribe and the mortgage may provide for such release. No mortgage 
shall be accepted for insurance under this section or section 210 unless 
the Commissioner finds that the property or project, with respect to 
which the mortgage is executed, is economically sound. Such property 
or project may include eight or more family units and may include 
such commercial and community facilities as the Commissioner deems 
adequate to serve the occupants, or not to exceed such per centum per 
annum not in excess of 5% per centum as the Commissioner finds necessary 
to meet the mortgage market. 

(d) The Commissioner shall collect a premium charge for the insur- 
ance of mortgages under this section and section 210 which shall be 
payable annually in advance by the mortgagee, either in cash or in 
debentures of the Housing Insurance Fund issued by the Commissioner 
under this title at par plus accrued interest. In addition to the 
premium charge herein provided for, the Commissioner is authorized 
to charge and collect such amounts as he may deem reasonable for the 
appraisal of a property or project offered for insurance and for the 
inspection of such property or project during construction: Provided, 
That such charges for appraisal and inspection shall not aggregate 
more than 1 per centum of the original principal face amount of the 
mortgage. 

(e) In the event that the principal obligation of any mortgage 
accepted for insurance under this section is paid in full prior to the 
maturity date, the Commissioner is authorized in his discretion to 
require the payment by the mortgagee of an adjusted premium charge 
in such amount as the Commissioner determines to be equitable, but 
not in excess of the aggregate amount of the premium charges that the 
mortgagee would otherwise have been required to pay if the mortgage 
had continued to be insured until such maturity date. 

(f) There is hereby created a Housing Insurance Fund (herein 
referred to as the “‘Housing Fund’’) which shall be used by the Com- 
missioner as a revolving fund for carrying out the provisions of this 
section and [section 210 and section 213] sections 210, 213, and 231, 
and the Commissioner is hereby directed to transfer immediately to 
such Housing Fund the sum of $1,000,000 from that part of the Fund 
now held by him arising from appraisal fees heretofore collected by 
him. General expenses of operations of the Federal Housing Admin- 
istration under this section and [section 210 and section 2134 sections 
210, 213, and 231, may be charged to the Housing Fund. 
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(g) The failure of the mortgagor to make any payment due under 
or provided to be paid by the terms of a mortgage insured under this 
section shall be considered a default under such mortgage and, if such 
default continues for a period of thirty days, the mortgages shall 
be entitled to receive the benefits of the insurance as hereinafter 
provided, upon assignment, transfer and delivery to the Commissioner, 
within a period and in accordance with rules and regulations to be 
prescribed by the Commissioner of (1) all rights and interests arising 
under the mortgage so in default; (2) all claims of the mortgagee 
against the mortgagor or others, arising out of the mortgage transac- 
tions; (3) all policies of title or other insurance or surety bonds or 
other guaranties and any and all claims thereunder; (4) any balance of 
the mortgage loan not advanced to the mortgagor; (5) any cash or 
property held by the mortgagee, or to which it is entitled, as deposits 
made for the account of the mortgagor and which have not been applied 
in reduction of the principal of the mortgage indebtedness; and (6) 
all records, documents, books, papers, and accounts relating to the 
mortgage transaction. Upon such assignment, transfer, and delivery 
the obligation of the mortgagee to pay the premium charges for mort- 
gage insurance shall cease, and the Commissioner shall, subject to the 
cash adjustment provided for in subsection (j), issue to the mortgagee 
a certificate of lain as provided in subsection (h), and debentures 


having a total face value equal to the original principal face amount 
of the mortgage plus such amount as the mortgagee may have paid for 
(A) taxes, special assessments, and water rates, which are liens prior 
to the mortgage; (B) insurance on the property; and (C) reasonable 
expenses for the completion and preservation of the property and any 


mortgage insurance premiums paid after default, less the sum of (1) 
that part of the amount of the principal obligation, that has been 
repaid by the mortgagor, (ii) an amount equivalent to 1 per centum 
of the unpaid amount of such principal obligation, and (iii) any net 
income received by the mortgagee from the property: Provided, That 
the mortgagee in the event of a default under the mortgage may, at its 
option and in accordance with regulations of, and in a period to be 
determined by, the Commissioner, proceed to foreclose on and obtain 
possession of or otherwise acquire such property from the mortgagor 
after default, and receive the benefits of the insurance as herein pro- 
vided, upon (1) the prompt conveyance to the Commissioner of title 
to the property which meets the requirements of the rules and regula- 
tions of the Commissioner in force at the time the mortgage was insured 
and which is evidenced in the manner prescribed by such rules and 
regulations, and (2) the assignment to him of all claims of the mort- 
gagee against the mortgagor or others, arising out of the mortgage 
transaction or foreclosure proceedings, except such claims that may 
have been released with the consent of the Commissioner. Upon such 
conveyance and assignment, the obligation of the mortgagee to pay the 
premium charges for insurance shall cease and the mortgagee shall be 
entitled to receive the benefits of the insurance as provided in this 
subsection, except that in such event the 1 per centum deduction, set 
out in (ii) hereof, shall not apply. 

(h) The certificate of claim issued under this section shall be for an 
amount which the Commissioner determines to be sufficient, when 
added to the face value of the debentures issued and the cash adjust- 
ment paid to the mortgagee, to equal the amount which the mortgagee 
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would have received if, on the date of the assignment, transfer and 
delivery to the Commissioner provided for in subsection (g), the 
mortgagor had extinguished the mortgage indebtedness by payment 
in full of all obligations under the mortgage and a reasonable amount 
for necessary expenses incurred. by the mortgagee in connection with 
the foreclosure proceedings, or the acquisition of the mortgaged prop- 
erty otherwise, and the conveyance thereof to the Commissioner. 
Each such certificate of claim shall provide that there shall accrue to 
the holder of such certificate with respect to the face amount of such 
certificate, an increment at the rate of 3 per centum per annum which 
shall not be compounded. If the net amount realized from the mort- 
gage, and all claims in connection therewith, so assigned, transferred, 
and delivered, and from the property covered by such mortgage and 
all claims in connection with such property after deducting all ex- 
penses incurred by the Commissioner in handling, dealing with, 
acquiring title to, and disposing of such mortgage and property and 
in collecting such claims, exceeds the face value of the debentures 
issued and the cash adjustment paid to the mortgagee plus all interest 
paid on such debentures, such excess shall be divided as follows: 

(1) If such excess is greater than the total amount payable under 
the certificate of claim issued in connection with such property, the 
Commissioner shall pay to the holder of such certificate the full amount 
so payable, and any excess remaining thereafter shall be retained by 
the Commissioner and credited to the Housing Insurance Fund; and 

(2) If such excess is equal to or less than the total amount payable 
under such certificate of claim, the Commissioner shall pay to the 
holder of such certificate the full amount of such excess. 

(i) Debentures issued under this section shall be executed in the 
name of the Housing Insurance Fund as obligor, shall be signed b 
the Commissioner, by either his written or engraved signature, shall 
be negotiable, and shall be dated as of the date of default as deter- 
mined in subsection (g) of this section and shall bear interest from 
such date. They shall bear interest at a rate established by the Com- 
missioner pursuant to section 224, payable semiannually on the ist 
day of January and the 1st day of July of each year, and shall mature 
twenty years after the date thereof. Such debentures as are issued 
in mimes for mortgages insured after the date of enactment of the 
National Housing Act Amendments of 1938 shall be exempt, both as 
to principal and interest, from all taxation (except surtaxes, estate, 
inheritance, and gift taxes) now or hereafter imposed by the United 
States, by any Territory, dependency, or possession thereof, or by 
any State, county, municipality, or local taxing authority. They 
shall be paid out of the Housing Fund which shall be primarily liable 
therefor and they shall be fully and unconditionally guaranteed as to 
principal and interest by the United States, and such guaranty shall 
be expressed on the face of the debentures. In the event the 
Housing Fund fails to pay upon demand, when due, the principal of 
or interest on any debentures so guaranteed, the Secretary of the 
Treasury shall pay to the holders the amount thereof which is hereby 
authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, and thereupon, to the extent of the amount 
so paid, the Secretary of the Treasury shall succeed to all the rights 
of the holders of such debentures. 
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(j) Debentures issued under this section shall be im, such form and 
denominations in multiples of $50, shall be subject to such terms and 
conditions, and shall include such provision for redemption, if any, as 
may be prescribed by the Commissioner with the approval of the 
Secretary of the Treas and may be in coupon or registered form. 
Any difference between the amount of debentures to which the mort- 
gagee is entitled under this section, and the ageregate face value of 
the debentures issued, not to exceed $50, shall be adjusted by the 
— of cash by the Commissioner to the mortgagee from the 

ousing Fund. 

(k) The Commissioner is hereby authorized either to (1) acquire 
possession of and title to any property, covered by a mortgage insured 
under this section and assigned to him, by voluntary conveyance in 
extinguishment of the mortgage indebtedness, or (2) institute proceed- 
ings for foreclosure on the property covered by any such insured mort- 
gage and eee such sokeshlingn to conclusion. The Commis- 
sioner shall so acquire possession of and title to the property by 
voluntary conveyance or institute foreclosure proceedings as provided 
in this section within a period of one year from the date on which any 
such mortgage becomes in default under its terms or under the regu- 
lations prescribed by the Commissioner: Provided, That the foregoing 
provisions shall not be construed in any manner to limit the power of 
the Commissioner to foreclose on the mortgaged property after the 
expiration of such period, or the right of the mortgagor to reinstate 
the mortgage by the payment, prior to the expiration of such period, 
of all delinquencies thereunder. The Commissioner at any sale under 
foreclosure may, in his discretion, for the protection of the Housing 
Fund, bid any sum up to but not in excess of the total unpaid indebted- 
ness secured by the mortgage, plus taxes, insurance, foreclosure costs, 
fees, and other expenses, and may become the purchaser of the prop- 
erty at such sale. The Commissioner is authorized to pay from the 
Housing Fund such sums as may be necessary to defray such taxes, 
insurance, costs, fees, and other expenses in connection with the acqui- 
sition or foreclosure of property under this section. Pending such 
acquisition by voluntary conveyance or by foreclosure, the Commis- 
sioner is authorized, with respect to any mortgage assigned to him 
under the provisions of subsection (g), to exercise all the rights of a 
mortgagee under such mortgage, including the right to sell such mort- 
gage, and to take such action and advance such sums as may be 
necessary to preserve or protect the lien of such mortgage. 

(1) Notwithstanding any other provisions of law relating to the 
acquisition, handling, or disposal of real and other property by the 
United States, the Commissioner shall also have power, for the protec- 
tion of the interests of the Housing Fund, to pay out of the Housing 
Fund all expenses or charges in connection with, and to deal with, 
complete, reconstruct, rent, renovate, modernize, insure, make con- 
tracts for the management of, or establish suitable agencies for the 
management of, or sell for cash or credit or lease in his discretion, any 
property acquired by him under this section; and notwithstanding any 
other provision of law, the Commissioner shall also have power to 
pursue to final collection by way of compromise or otherwise all claims 
assigned and transferred to him in connection with the assignment, 
transfer, and delivery provided for in this section, and at any time, 
upon default, to foreclose on any property secured by any mortgage 
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assigned and transferred to or held by him: Provided, That section 
3709 of the Revised Statutes shall not be construed to apply to any 
contract for hazard insurance, or to any purchase or contract for 
services or oN on account of such property if the amount thereof 
does not exceed $1,000. 

(m) Premium charges, adjusted premium charges, and appraisal 
and other fees, received on account of the insurance of any mortgage 
insured under this section or section 210, the receipts derived from 
any such mortgage or claim assigned to the Commissioner and from 
any rae acquired by the Commissioner, and all earnings on the 
assets of the Housing Fund, shall be credited to the Housing Fund. 
The principal of and interest paid and to be paid on debentures issued 
in exchange for any mortgage or property insured under this section 
or section 210, cash adjustments, and expenses incurred in the handling 
of such mortgages or property and in the foreclosure and collection of 
mortgages and claims assigned to the Commissioner under this section 
or section 210, shall be charged to the Housing Fund. 

(n) In the event that a mortgage insured under this section becomes 
in default through failure of the mortgagor to make any payment due 
under or provided to be paid by the terms of the mortgage and such 
mortgage continues in default for a period of thirty days, but the 


mortgagee does not foreclose on or otherwise acquire the property, or 
does not assign and transfer such mortgage and the credit instrument 
secured thereby to the Commissioner, in accordance with subsection 
(g), and the Commissioner is given written notice thereof, or in the 
event that the mortgagor pays the obligation under the mortgage in 
full prior to the maturity thereof, and the mortgagee pays any “es 


premium charge required under the provisions of subsection (e), and 
the Commissioner is given written notice by the mortgagee of the pay- 
ment of such obligation, the obligation to pay the annual premium 
charge for insurance shall cease, and all rights of the mortgagee and 
the mortgagor under this section shall terminate as of the date of such 
notice. 

(o) The Commissioner, with the consent of the mortgagee and the 
mortgagor of a mortgage insured under this section prior to the date 
of enactment of the National Housing Act Amendments of 1938, shall 
be empowered to reissue such mortgage insurance in accordance. with 
the provisions of this section as amended by such Act, and any such in- 
surance not so reissued shall not be affected by the enactment of such 
Act. 

(p) Moneys in the Housing Fund not needed for current operations 
of this section and section 210 shall be deposited with the Treasurer 
of the United States to the credit of the Housing Fund or invested in 
bonds or other obligations of, or in bonds or other obligations guaran- 
teed as to principal and interest by, the United States. The Commis- 
sioner may, with the approval of the Secretary of the Treasury, pur- 
chase in the open market debentures issued under the provisions of 
this section and section 204. Such purchases shall be made at a price 
which will provide an investment yield of not less than the yield 
obtainable deben other investments authorized by this subsection. 
Debentures so purchased shall be canceled and not reissued. 

(q) ~euerkee 

(r) Notwithstanding any other provision of this Act, the Commissioner 
is authorized to include in any mortgage insured under any title of this 
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Act, after the effective date of the Housing Act of 1959, a provision requir- 
ing the mortgagor to pay a service charge to the Commissioner in. the 
event such mortgage is assigned to and held by the Commissioner. Such 
service charge shall not exceed the amount prescribed by the Commissioner 
for mortgage insurance premiums applicable to such mortgage. 


TAXATION PROVISIONS 


Sec. 208. Nothing in this title shall be construed to exempt any 
real property acquired and held by the Commissioner under this title 
from taxation by any State or political subdivision thereof, to the 
same extent, according to its value, as other-real property is taxed. 


STATISTICAL AND ECONOMIC SURVEYS 


Sec. 209. The Commissioner shall cause to be made such statistical 
surveys and legal and economic studies as he shall deem useful to 
guide the development of housing and the creation of a sound mort- 
gage market in the United States, and shall publish from time to 
time the results of such surveys and studies. Expenses of such 
studies and surveys, and expenses of publication and distribution of 
the results of such studies and surveys, shall be charged as a general 
expense of the Fund, the Housing Fund, and the Defense Housing 
Insurance Fund in such proportion as the Commissioner shall deter- 
mine. 

ADDITIONAL HOUSING INSURANCE 


Src. 210. Repealed. 


RULES AND REGULATIONS 


Src. 211. The Commissioner is authorized and directed to make 
such rules and regulations as may be necessary to carry out the pro- 
visions of this title. 

LABOR STANDARDS 


Sec. 212. (a) The Commissioner shall not insure under section 207 
or section 210 of this title, or under section 608 of title VI, pursuant 
to any application for insurance filed subsequent to the effective date 
of this section, or under section 213 of this title, or under title VII 
pursuant to any application filed subsequent to sixty days after the 
date of enactment of the Housing Act of 1950; or under section 803 or 
810 of title VIII, or under section 908 of title [X, a mortgage or invest- 
ment which covers property on which there is or is to be located a 
dwelling or dwellings, or a housing project, the construction of which 
was or is to be commenced subsequent to such date, unless the prin- 
cipal contractor files a certificate or certificates (at such times, in course 
of construction or otherwise, as the Commissioner may prescribe) cer- 
tifying that the laborers and mechanics employed in the construction 
of the dwelling or dwellings or the housing project involved have been 
paid not less than the wages prevailing in the locality in which the work 
was performed for the corresponding classes of laborers and mechanics 
employed on construction of a similar character, as determined by the 
Secretary of Labor prior to the beginning of construction and after 
the date of the filing of the application for insurance. The provisions 
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of this section shall also apply to the insurance of any mortgage under 
section 220 which covers property on which there is located a dwelling 
or dwellings designed principally for residential use for twelve or more 
families. The provisions of this section shall apply to the insuranee of 
any mortgage under section 221 which covers property on which there is 
located a dwelling or dwellings designed principally for residential use 
for ten or more families. The provisions of this section shall also apply 
to the insurance of any mortgage under section 231 except that compliance 
with such provisions may be waived by the Federal Housing Commissioner 
in such cases or classes of cases in which laborers or mechanics, not other- 
wise employed at any time on the project, voluntarily donate their services 
without full compensation for the purpose of lowering the costs of \con- 
struction and the Federal Housing Commissioner determines that any 
amounts thereby saved are fully credited to the nonprofit corporation, 
association, or other organization undertaking the construction. 

(b) The Commissioner is authorized to make such rules and regula- 
tions as may be necessary to carry out the provisions of this section. 

(c) There is hereby authorized to be appropriated for the remainder 
of the fiscal year ending June 30, 1939, and for each fiscal year there- 
after, a sum sufficient to meet all necessary expenses of the Department 
of Labor in making the determinations provided for in subsection (a). 


COOPERATIVE HOUSING INSURANCE 


Sec. 213. (a) In addition to mortgages insured under section 207 
of this title, the Commissioner is authorized to insure mortgages as 
defined in section 207(a) of this title (including advances on such 
mortgages during construction), which cover property held by— 

(1) a nonprofit cooperative ownership housing corporation or 
nonprofit cooperative ownership housing trust, the permanent oc- 
cupancy of the dwellings of which is restricted to members of 
such corporation or to beneficiaries of such trust; 

(2) a nonprofit corporation or nonprofit trust organized for the 
purpose of construction of homes for members of the corporation 
or for beneficiaries of the trust; or 

(3) a mortgagor, approved by the Commissioner, which (A) has 
certified fo the Commissioner, as a condition of obtaining the in- 
surance of a mortgage under this section, that upon completion of 
the property or project covered by such mortgage it intends to 
sell such property or project to a nonprofit corporation or non- 
profit trust of the character described in paragraph (1) of this 
subsection at the actual cost of such property or project as cer- 
tified pursuant to section 227 of this Act and will faithfully and 
diligently make and carry out all reasonable efforts to consum- 
mate such sale, and (B) shall be regulated or restricted by the 
Commissioner as to rents, charges, capital structure, rate of 
return, and methods of operation during any period while it 
holds the mortgaged property or project; and for such purpose 
the Commissioner may make such contracts with, and acquire 
for not to exceed $100 such stock or interest in, any such mort- 
gagor as the Commissioner may deem necessary to render 
effective such restriction or regulation, such stock or interest to 
be paid for out of the Housing Fund and to be redeemed by such 
mortgagor at par upon the sale of such property or project to 
such nonprofit corporation or nonprofit trust. 
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which corporations or trusts referred to in paragraphs (1) and (2) of 
this subsection are regulated or restricted for the purposes and in the 
manner provided in paragraphs numbered (1) and (2) of subsection 
(b) of section 207 of this title. 

(b) To be eligible for insurance under this section a mortgage on 
any property or project of a corporation or trust of the character de- 
scribed in paragraph numbered (1) of subsection (a) of this section 
shall involve a principal obligation in an amount— 

(1) not to exceed $12,500,000, or not to exceed $25,000,000 if 
the mortgage is executed by a mortgagor regulated or supervised 
under Federal or State laws or by political subdivisions of States 
or agencies thereof, as to rents, charges, and methods of opera- 
tions; 

{(2) not to exceed, for such part of such property or projects as 
may be attributable to dwelling use, $2,250 per room (or $8,100 

er family unit if the number of rooms in such property or project 
is less than four per family unit), and not to exceed 90 per centum 
of the amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed 
physical improvements are completed: Provided, That if at least 
50 per centum of the membership of the corporation or number of 
beneficiaries of the trust consists of veterans, the mortgage may 
involve a principal obligation not to exceed $2,375 per room (or 
$8,550 per family unit if the number of rooms in such property or 
project is less than four per family unit), and not to exceed 95 

er centum of the amount which the Commissioner estimates will 
be the replacement cost of the property or project which the 
Ss physical improvements are completed: Provided further, 

hat as to projects which consist of elevator type structures, 
and to compensate for the higher costs incident to the construc- 
tion of elevator type structures of sound standards of construction 
and design, the Commissioner may, in his discretion, increase 
the aforesaid dollar amount limitations per room or per family unit 
(as may be applicable to the particular case) within the following 
limits: (i) $2,250 per room to not to exceed $2,700; (ii) $2,375 per 
room to not to exceed $2,850; (iii) $8,100 per family unit to not 
to exceed $8,400; and (iv) $8,550 per family unit to not to exceed 
$8,900; except that the Commissioner may, by regulation, in- 
crease any of the foregoing dollar amount limitations per room 
contained in this paragraph by not to exceed $1,000 per room in 
any _—— area where he finds that cost levels so require: 
Prowd rther, That in the case of a mortgagor of the character 
described in paragraph (3) of subsection (a) the mortgage shall 
involve a principal obligation in.'an amount not to exceed 85 per 
centum of the amount which the Commissioner estimates will be 
the replacement cost of the property or project when the proposed 
physical improvements are completed: Provided further, That 
upon the sale of a property or project by a mortgagor of the char- 
acter described in paragraph (3) of subsection (a) to a nonprofit 
cooperative ownership housing corporation or trust within two 
years after the completion of such property or project, the mort- 
gage given to finance such sale shall involve a principal obligation 
in an amount not to exceed the maximum amount computed in 
accordance with this subsection without regard to the preceding 
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proviso: And provided further, That for the purposes of this sec- 
tion the word ‘‘veteran”’ shall mean a person who has served in the 
active military or naval service of the United States at any time on 
or after April 6, 1917, and prior to November 12, 1918, or on or 
after September 16, 1940, and prior to July 26, 1947, or on or after 
June 27, 1950, and prior to February 1, 1955.] 

(2) not to exceed, for such part of the property or project as may be 
attributable to dwelling use $2,500 per room (or $9,000 per family unit 
if the number of rooms in such property or project is less than four per 
family unit), and not to exceed 97 per centum of the amount which the 
Commissioner estimates will be the replacement cost of the property or 
project when the proposed physical improvements are completed: Pro- 
vided, That as to projects which consist of elevator type structures the 
Commissioner may, in his discretion, inerease the dollar amount limita- 
tion of $2,500 per room to not to exceed $3,000 per room and the dollar 
amount limitation of $9,000 per family unit to not to exceed $9,400 
per family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator-type structures of sound standards 
of construction and design: Provided further, That the Commissioner 
may, by regulation, increase any of the foregoing dollar amount limitations 
by not to exceed $1,250 per room, without regard to the number of rooms 
being less than four, or four or more, in any geographical area where he 
JSinds that cost levels so require: Provided further, That in the case of a 
mortgagor of the character described in paragraph (3) of subsection (a) 
the mortgage shall involve a principal obligation in an amount not to 
exceed 85 per centum of the amount which the Commissioner estimates 
will be the replacement cost of the property or project when the proposed 
physical improvements are completed: And provided further, That upon 
the sale of a property or project by a mortgagor of the character described 
an paragraph (3) of subsection (a) to a nonprofit cooperative o ership 
housing corporation or trust within two years after the completion of 
such property or project the mortgage given to finance such sale shall 
involve a i A i a hl in an amount not to exceed he maximum 
amount computed in accordance with this subsection without regard to 
the preceding proviso. 

(c) To be eligible for insurance under this section a mortgage on 
any property or project of a corporation or trust of the character 
described in paragraph numbered (2) of subsection (a) of this section 
shall involve a principal obligation in an amount not to exceed 
$12,500,000 and not to exceed the greater of the following amounts: 

(1) A sum computed on the basis of a separate mortgage for 
each single family dwelling (irrespective of whether such dwelling 
has a party wall or is otherwise physically connected with another 
dwelling or dwellings) comprising the property or project, equal 
to the total of each of the maximum principal obligations of such 
mortgages which would meet the requirements of section 203(b) 
(2) of this Act if the mortgagor were the owner and occupant who 
had made any required payment on account of the property pre- 
scribed in such paragraph. 

(2) Asum equal to the maximum amount which does not exceed 
either of the limitations on the amount of the principal obligation 
of the mortgage prescribed by paragraph numbered (2) of sub- 
section (b) of this section. 


36878—59——-7 
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(d) [Any mortgage insured under this section shall provide for com- 
plete amortization by periodic payments within such terms as the 
Commissioner may prescribe but not to exceed forty years from the 
beginning of amortization of the mortgage, and shall bear interest 
(exclusive of premium charges for insurance) at not to exceed 4% per 
centum per annum, except that individual mortgages insured pursuant 
to this subsection covering the individual dwellings in the project may 
bear interest at not to exceed 5 per centum per annum on the amount 
of the principal obligation outstanding at any time.] Any mortgage 
insured under this section shall provide for complete amortization by 

eriodic payments within such terms as the Commissioner may prescribe 

ut not to exceed forty years from the beginning of amortization of the 
mortgage, and shall bear interest (exclusive of premium charges for insur- 
ance) at not to exceed 5 per centum per annum.on the amount of the prin- 
cipal obligation outstanding at any time, or not to exceed such per centum 
per annum not in excess of 5% per centum as the Commissioner finds 
necessary to meet the mortgage market; except that individual mortgages 
insured pursuant to this section covering the individual dwellings in the 
project may bear interest at such per centum per annum, not vn excess 
of 6 per centum per annum on the amount of the principal obligation 
outstanding at any time, as the Commissioner finds necessary to meet the 
mortgage market. The Commissioner may consent to the release of a 
part or parts of the mortgaged property from the lien of the mortgage 
upon such terms and conditions as he may prescribe and the mortgage 
may provide for such release, and a mortgage on any project of a 
corporation or trust of the character described in paragraph numbered 
(2) of subsection (a) of this section may provide that, at any time after 
the completion of the construction of the project, such mortgage may 
be replaced, in whole or in part, by individual mortgages covering eac 
individual dwelling in the project in amounts not to exceed the unpaid 
balance of the blanket mortgage allocable to the individual property. 
Each such individual mortgage may be insured under this section. 
[Property covered by a mortgage, insured under this section, on a prop- 
erty or project of a corporation or trust of the character described in 
paragraph numbered (1) of subsection (a) of this section may include 
eight or more family units and may include such commercial and com- 
munity facilities as the Commissioner deems adequate to serve the 
occupants.] Property covered by a mortgage executed by a corporation 
or trust of the character described in paragraph numbered (1) of subsection 
(a) may include eight or more family units. Property covered by a mort- 
gage insured under this section may include such commercial and com- 
munity facilities as the Commissioner deems adequate to serve the 
occupants. 

(e) The provisions of subsections (d), (e), (g), (h), @), (j), (k), 
(1), (m), (n), and (p) of section 207 of this tivle shall be applicable to 
mortgages insured under this section except individual mortgages 
insured pursuant to subsection (d) of this section covering the indi- 
vidual dwellings in the project, and as to such individual mortgages 
the provisions of subsections (a), (c), (d), (e), (f), (g), (h), [and ()] 
(7) and (k) of section 204 shall be applicable. 

(f) The Commissioner is authorized, with respect to mortgages 
insured or to be insured under this section, to furnish technical advice 
and assistance in the organization of corporations or trusts of the char- 
acter described in subsection (a) of this section and in the planning, 
development, construction, and operation of their housing projects. 
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(g) Nothing in this Act shall be construed to prevent the insurance 
of a mortgage under this section covering a housing project designed 
for occupancy by single persons, and dwelling units in such a project 
shall constitute family units within the meaning of this section. 

(h) In the event that a mortgagor of the character described in 
paragraph (3) of subsection (a) obtains an insured mortgage loan 
pursuant to this section and fails to sell the property or project covered 
by such mortgage to a nonprofit housing corporation or nonprofit hous- 
ing trust of the character described in paragraph (1) of subsection (a) 
hereof, such mortgagor shall not thereafter be eligible by reason of such 
paragraph (3) for insurance of any additional mortgage loans pursuant 
to this section. 

(i) Nothing in this Act shall be construed to prevent the insurance of 
a mortgage executed by a mortgagor of the character described in para- 
graph (1) of subsection (a) of this section covering property upon which 
dwelling units and related facilities have been constructed prior to the 
filing of the application for mortgage insurance hereunder: Provided, 
That the Commissioner determines that the consumer interest is pro- 
tected and that the mortgagor will be a consumer cooperate. In the case 
of properties other than new construction, the limitations in this section 
upon the amount of the mortgage shall be based upon the appraised value 
of the property for continued use as a cooperative rather than upon the 

Jommissioner’s estimate of the replacement cost. As to any project on 
which construction was commenced after the effective date of this subsec- 
tion, the mortgage on such project shall be eligible for insurance under 
this section only in those cases where the construction was subject to in- 
spection by the Commissioner and where there was compliance with the 
provisions of section 212 of this title. As to any project on which con- 
struction was commenced prior to the effective date of this subsection, such 
inspection, and compliance with the provisions of section 212 of this title, 
shall not be a prerequisite. 

Sec. 214. If the Federal Housing Commissioner finds that. because 
of higher costs prevailing in [the Territory of] Alaska, or in Guam or 
Hawaii it is not feasible to construct dwellings on property located in 
Alaska or in Guam or Hawaii without sacrifice of sound standards of 
construction, design, or livability, within the limitations as to maxi- 
mum or maxima steht amounts provided in this Act, ] mortgage 
amounts (including increased mortgage amounts in geographical areas 
where cost levels so require) provided in this Act, the Commissioner 
may, by regulations or otherwise, prescribe, with respect to dollar 
amount, a higher maximum or maxima for the vieiniigil obligation of 
mortgages insured under this Act covering property located in Alaska 
or in Guam or Hawaii in such amounts as he shall find necessary to 
compensate for such higher costs but not to exceed, in any event, the 
maximum or maxima otherwise applicable by more than one-half 
thereof. No mortgage with respect to a project or property in 
Alaska or in Guam or Hawaii shall be accepted for insurance under 
this Act unless the Commissioner finds that the project or prop- 
erty is an acceptable risk, giving consideration to the acute housing 
shortage in Alaska or in Guam or Hawaii: Provided, That any such 
mortgage may be insured or accepted for insurance without regard 
to any requirement in any other section of this Act that the Com- 
missioner finds the project or property to be economically sound 
or an acceptable risk. Notwithstanding any of the provisions of 
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this Act or any other law, the Alaska Housing Authority or the Gov- 
ernment of Guam or Hawaii or any agency or instrumentality thereof 
shall be eligible as mortgagor or mortgagee, as the case may be, for 
any of the purposes of mortgage insurance under the provisions of 
this Act. Upon application by the mortgagee (i) where the mort- 
gagor is regulated or restricted pursuant to the last sentence of this 
section or (2) where the Alaska Housing Authority or the Government 
of Guam or Hawaii or any agency or instrumentality thereof is the 
mortgagor or mortgagee, for the insurance of a mortgage under any 
provisions of this Act, the Commissioner is authorized to insure the 
mortgage (including advances thereon where otherwise authorized), 
and to make commitments for the insuring of any such mortgages 
prior to the date of their execution or disbursement thereon, under 
such provisions (and this section) without regard to any requirement 
that the mortgagor shall be the owner and occupant of the property 
or shall have paid a prescribed amount on account of such property. 
Without limiting the authority of the Commissioner under any other 
provision of law, the Commissioner is hereby authorized, with respect 
to any mortgagor in such case (except where the Alaska Housing 
Authority is the mortgagor or mortgagee), to require the mortgagor to 
be regulated or restricted as to rents or sales, charges, capital structure, 
rate of return, and methods of operation to such an extent and in such 
manner as the Commissioner determines advisable to provide reason- 
able rentals and sales prices and a reasonable return on the 
investment. 
ISSUANCE OF COMMITMENTS 


Suc. 215. The Commissioner is hereby authorized to process appli- 
cations and issue commitments with respect to insurance of mortgages 
under section 8 of title I, title II, title VI, title VIII, or title [X of this 
Act, even though the permanent mortgage financing may not be in- 
sured under this Act, and in the event the mortgage is not so insured 
the Commissioner is authorized to charge an additional application 
fee determined by him to be reasonable. The Commissioner is au- 
thorized to make such rules and regulations as may be necessary to 
carry out the provisions of this section. 


WAIVER OF OCCUPANCY REQUIREMENTS FOR SERVICEMEN 


Sec. 216. The Commissioner is hereby authorized to insure any 
mortgage otherwise eligible for insurance under any of the provisions 
of this Act without regard to any requirement that the mortgagor be 
the occupant of the property at the time of insurance, where the Com- 
missioner is satisfied that the inability of the mortgagor to occupy the 
property is by reason of his entry into military service subsequent to 
the filing of an application for insurance and the mortgagor expresses 
an intent to occupy the property upon his discharge from military 
service. 

GENERAL MORTGAGE INSURANCE AUTHORIZATION 


Sxc. 217. Notwithstanding limitations contained in any other sec- 
tion of this Act on the aggregate amount of principal obligations of 
mortgages or loans which may be insured (or insured and eet oh 
at any one time), the aggregate amount of principal obligations of al 
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mortgages which may be insured and outstanding at any one time 
under insurance contracts or commitments to insure pursuant to any 
section or title of this Act (except section 2 and section 803) shall not 
exceed the sum of (a) the outstanding principal balances, as of July 1, 
[1956] 1959, of all insured mortgages (as estimated by the Commis- 
sioner based on scheduled amortization payments without taking into 
account prepayments or delinquencies), (b) the principal amount of 
all outstanding commitments to insure on that date, and (c) [$7,000,- 
000,000] $45,000 ,000,000. 

It is the intent and purpose of this section to consolidate and merge 
all existing mortgage insurance authorizations or existing limitations 
with respect to any section or title of this Act (except section 2 and 
section 803) into one general insurance authorization to take the place 
of all existing authorizations or limitations. 

(Sec. 218. In any case where an application for mortgage insurance 
under section 608 of this Act was received by the Federal Housing 
Commissioner on or before March 1, 1950, and a commitment to insure 
was issued by said Commissioner in accordance therewith any mort- 
gagee who, prior the expiration of such commitment, applied for 
insurance of a mortgage under section 207 of this Act with respect to 
the same property or project shall receive credit for all application 
fees paid in connection with the prior application: Provided, That 
nothing therein shall constitute a waiver of any requirements other- 
wise applicable to the insurance of mortgages under section 207 of 
this Act.J 

Sec. 219. Notwithstanding limitations contained in any other sec- 
tions of this Act as to the use of moneys credited to the Title I Housing 
Insurance Fund, the Housing Insurance Fund, the War Housing In- 
surance Fund, the Housing Investment Insurance Fund, the Military 
Housing Insurance Fund, the Defense Housing Insurance Fund, the 
Section 220 Housing Insurance Fund, the Section 221 Housing Insur- 
ance Fund, or the Servicemen’s Mortgage Insurance Fund, the Com- 
missioner is hereby authorized to transfer funds from any one or more 
of such Insurance Funds to any other such Fund in such amounts and 
at such times as the Commissioner may determine, taking into con- 
sideration the requirements of such Funds, separately and jointly to 
carry out effectively the insurance programs for which such Funds were 
established. 


REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING 
INSURANCE 


Sxc. 220. (a) The purpose of this section is to aid in the elimination 
of slums and blighted conditions and the prevention of the deteriora- 
tion of residential property by supplementing the insurance of mort- 
gages under sections 203 and 207 of this title with a system of mort- 
gage insurance designed to assist the financing required for the 
rehabilitation of existing dwelling accommodations and the con- 
struction of new dwelling accommodations where such dwelling 
accommodations are located in an area referred to in paragraph (1) 
of subsection (d) of this section. 

(b) The Commissioner is authorized, upon application by the 
mortgagee, to insure, as hereinafter provided, any mortgage (includ- 
ing advances during construction on mortgages covering property 
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of the character described in paragraph (3)(B) of subsection (d) of 
this section) which is eligible for insurance as hereinafter provided, 
and, upon such terms and conditions as he may prescribe, to make 
commitments for the insurance of such mortgages prior to the date 
of their execution or disbursement thereon. 

(c) As used in this section, the terms “‘mortgage,’’ ‘‘first mortgage,”’ 
“mortgagee,” “mortgagor,” “maturity date,” and “State’’ shall have 
the same meaning as in section 201 of this Act. 

(d) To be eligible for insurance under this section a mortgage shall 
meet the following conditions: 

(1) The mortgaged property shall— 

(A) be located in (i) the area of a slum clearance and urban 
redevelopment project covered by a Federal-aid contract executed 
or a prior approval granted, pursuant to title I of the Housing 
Act of 1949 before the effective date of the Housing Act of 1954, 
or (ii) an urban renewal area (as defined in title I of the Housing 
Act of 1949, as amended) in a community respecting which the 
Housing and Home Finance Administrator has made the certi- 
fication to the Commissioner provided for by section 101(c) of 
the Housing Act of 1949, as amended, or (iii) the area of an urban 
renewal project assisted under section 111 of the Housing Act of 
1949, as amended: Provided, That, in the case of an area within 
the purview of clause (i) or (ii) of this subparagraph, a pocerene 
ment plan or an urban renewal plan (as defined in title I of the 
Housing Act of 1949, as peste ig as the case may be, has been 
approved for such area by the governing body of the locality 
involved and by the Housing and Home Finance Administrator, 
and the Administrator has certified to the Commissioner that 
such plan conforms to a general plan for the locality as a whole 
and that there exist the necessary authority and financial capacity 
to assure the completion of such redevelopment or urban renewal 
plan: And provided further, That, in the case of an area within the 
purview of clause (iii) of this subparagraph, an urban renewal 
_ (as required for projects assisted under such section 111) 

as been approved for such area by such governing body and by 
the Administrator, and the Administrator has certified to the 
Commissioner that such plan conforms to definite local objectives 
respecting appectrinke land uses, improved traffic, public trans- 
portation, public utilities, recreational and community facilities, 
and other public improvements, and that there exist the necessar 
authority and financial capacity to assure the completion of suc 
urban renewal plan, and 

(B) meet such standards and conditions as the Commissioner 
shall prescribe to establish the acceptability of such property for 
mortgage insurance under this section. 

(2) The mortgaged property shall be held by— 

(A) a mortgagor approved by the Commissioner, and the Com- 
missioner may in his discretion require such mortgagor to be regu- 
lated or restricted as to rents or sales, charges, capital structure, 
rate of return and methods of operation, and for such purpose the 
Commissioner may make such contracts with and acquire for not 
to exceed $100 stock or interest in any such mortgagor as the Com- 
missioner may deem necessary to render effective such restriction 
or regulations. Such stock or interest shall be paid for out of the 
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Section 220 Housing Insurance Fund and shall be redeemed by 
the mortgagor at par upon the termination of all obligations of the 
Commissioner under the insurance; or 

(B) by Federal or State instrumentalities, municipal corporate 
instrumentalities of one or more States, or limited dividend or re- 
development or housing corporations restricted by Federal or 
State Sen or regulations of State banking or insurance depart- 
ments as to rents, charges, capital structure, rate of return, or 
methods of operation. 

(3) The mortgage shall— 

(A)(i) [involve a principal obligation (including such initial 
service charges, appraisal, inspection, and other fees as the 
Commissioner Shall approve) in an amount not to exceed 
$20,000 in the case of property upon which there is located a 
dwelling designed principally for a one- or two-family residence; 
or $27,500 in the case of a three-family residence;] involve a 
principal obligation (including such initial service charges, appraisal, 
mspection, and other fees as the Commissioner shall approve) in an 
amount not to exceed $22,500 in the case of property upon which 
there is located a dwelling designed principally for a one-family 
residence; or $25,000 in the case of a two-family residence; or 
$30,000 in the case of a three-family residence or $35,000 in the case 
of a four-family residence; or in the case of a dwelling designed 
principally for residential use for more than four families (but 
not exceeding such additional number of family units 
as the Commissioner may prescribe) $35,000 plus not to exceed 
$7,000 for each additional family unit in excess of four located 
on such property; and not to exceed an amount equal to 
the sum of (1) 97 per centum (but, in any case where the 
dwelling is not approved for mortgage insurance prior to 
the beginning of construction, unless the construction of the 
dwelling was completed more than one year prior to the applica- 
tion for mortgage insurance, 90 per centum) of $13,500 of the 
Commissioner’s estimate of replacement cost of the property, as 
of the date the mortgage is accepted for insurance, (2) 85 per 
centum of such replacement cost in excess of $13,500 but not 
in excess of $16,000 (3) 70 per ecentum of such replacement 
cost in excess of $16,000: Provided, That in the case of properties 
other than new construction, the foregoing limitations upon the 
amount of the mortgage shall be based upon appraised value 
rather than upon the Commissioner’s estimate of the replacement 
cost; 

(ii) in the case of a mortgagor who is not the occupant of the 
property, have a principal obligation not in excess of an amount 
equal to 85 per centum of the amount computed under the provi- 
sions of clause (i); or 

(B)(i) not exceed $12,500,000, or, if executed by a mortgagor 
coming within the provisions of paragraph (2)(B) of this subsec- 
tion (d), not exceed $50,000,000; and 

[ (ii) not exceed 90 per centum of the amount which the Com- 
missioner estimates will be the replacement cost of the property 
or project when the proposed improvements are completed (the 
replacement cost of the property or project may include the land, 
the proposed physical improvements, utilities within the bound- 
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aries of the property or project, architect’s fees, taxes, and interest 
during construction, and other miscellaneous charges incident to 
construction and approved by the Commissioner, and shall includr 
an allowance for builder’s and sponsor’s profit and risk of 10 pee 
centum of all of the foregoing items except the land unless the 
Commissioner, after certification that such allowance is unreason- 
able, shall by regulation prescribe a lesser percentage): Provided, 
That in the case of properties other than new construction, the 
foregoing limitation upon the amount of the mortgage shall be 
based upon appraised value rather than upon the Commissioner’s 
estimate of the replacement cost; and 

[ (iii) not exceed, for such part of such property or project as 
may be attributable to dwelling use, $2,250 per room (or $8,100 
per family unit if the number of rooms in such property or project 
is less than four per family unit): Provided, That as to projects 
to consist of elevator-type structures, the Commissioner may, in 
his discretion, increase the dollar amount limitation of $2,250 
per room to not to exceed $2,700 per room and the dollar amount 
limitation of $8,100 per family unit to not to exceed $8,400 per 
family unit, as the case may be, to compensate for the higher 
costs incident to the construction of elevator-type structures of 
sound standards of construction and design: Provided further, 
That the Commissioner may, by regulation, increase any of the 
foregoing dollar amount limitations by not to exceed $1,000 per 
room without regard to the number of rooms being less than four, 
or four or more, in any geographical area where he finds that 
cost levels so require: And provided further, That nothing con- 
tained in this paragraph (B) shall preclude the insurance of 
mortgages covering existing multifamily dwellings to be reha- 
habilitated or reconstructed for the purposes set forth in sub- 
section (a) of this section. 

(ii) not exceed (in the case of a property or project approved for 
mortgage insurance prior to the beginning of construction) the Com- 
missioner’s estimate of the replacement cost of the property or project 
when the proposed improvements are completed (the replacement cost 
may include the land, the proposed physical improvements, utilities 
within the boundaries of the land, architect's fees, taxes, interest 
during construction, and other miscellaneous charges incident to 
construction and approved by the Commissioner, but shall not include 
any allowance for builder’s and sponsor’s profit and risk); or 

(uit) not exceed 90 per centum of the Commissioner’s estimate of 
the value of the property or project when the proposed improvements 
are completed if the proceeds of the mortgage are to be used for the 
repair or rehabilitation of a property or project; 

(iv) not exceed, for such part of such property or project as may 
be attributable to dwelling use (excluding exterior land improve- 
ments as defined by the Commissioner), $2,500 per room (or $9,000 
per family unit if the number of rooms in such property or project 
as less than four per family unit): Provided, That the Commissioner 
may, in his discretion, increase the dollar amount limitation of 
$2,500 per room to not to exceed $3,000 per room, and the dollar 
amount limitation of $9,000 per family unit to not to exceed $9,400 
per family unit, as the case may be, to compensate for the higher 
costs incident to the construction of elevator-type structures: And 
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provided further, That the Commissioner may, in his discretion, 
increase any of the foregoing dollar amount limitations by not to 
exceed $1,250 per room without regard to the number of rooms being 
less than four, or four or more, in any geographical area where 
he finds that cost levels so require; and 

(v) inelude such nondwelling facilities as the Commissioner 
deems adequate to serve the needs of the occupants of the property 
and of other housing in the neighborhood. 

(4) The mortgage shall provide for complete amortization by peri- 
odic payments wit thin such terms as the Commissioner may prescribe, 
but as to mortgages coming within the provisions of paragraph (3)(A) 
of this subsection (d) not to exceed the maximum maturity prescribed 
by the provisions of section 203(b)(3). The mortgage shall bear 
interest (exclusive of premium charges for insurance and service 
charge, if any) at not to exceed 5 per centum per annum on the 
amount of the principal obligation outstanding at any time, or not to 
exceed such per centum per annum not in excess of 6 per centum as 
the Commissioner finds necessary to meet the mortgage market; 
contain such terms and provisions with respect to the application of 
the mortgagor’s periodic payment to amortization of the principal of 
the mortgage, insurance, repairs, alterations, payment of taxes, 
default reserves, delinquency charges, foreclosure proceedings, antici- 
pation of maturity, additional and secondary liens, and other matters 
as the Commissioner may in his discretion prescribe. 

(e) The Commissioner may at any time, under such terms and con- 
ditions as he may prescribe, consent to the release of the mortgagor 
from his liability under the mortgage or the credit instrument secured 
thereby, or consent to the release of parts of the mortgaged property 
from the lien of the mortgage. 

(f) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 

(1) as to mortgages meeting the requirements of paragraph (3) 
(A) of subsection (d) of this section, as provided in section 204(a) 
of this Act with respect to mortgages insured under section 203; 
and the provisions of subsections (b), (c), (d), (e), (f), (g), (h), 
[and (j)] (3), and (k) of section 204 of this Act shall be applicable 
to soa mortgages insured under this section, except that all 
references therein to the Mutual Mortgage Insurance Fund or 
the Fund shall be construed to refer to the Section 220 Housing 
Insurance Fund and all references therein to section 203 shall be 
construed to refer to this section; or 

(2) as to mortgages meeting the requirements of paragraph 
(3)(B) of subsection (d) of this section, as provided in section 
207(g) of this Act with respect to mortgages insured under said 
section 207, and the provisions of subsections (h), (i), (j), (k), and 
(1) of section 207 of this Act shall be applicable to such mortgages 
insured under this section, and all references therein to the 
Housing Insurance Fund or the Housing Fund shall be construed 
to refer to the Section 220 Housing Insurance Fund. 

(g). There is hereby created a Section 220 Housing Insurance Fund 
which shall be used by the Commissioner as a revolving fund for carry- 
ing out the provisions of this section, and the Commissioner is hereby 
authorized to transfer to such Fund the sum of $1,000,000 from the 
War Housing Insurance Fund established pursuant to the provisions of 
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section 602 of this Act. General expenses of operation of the Federal 
Housing Administration under this section may be charged to the 
Section 220 Housing Insurance Fund. 

Moneys in the Section 220 Housing Insurance Fund not needed for 
the current operations of the Federal Housing Administration under 
this section shall be deposited with the Treasurer of the United States 
to the credit of such Fund, or invested in bonds or other obligations of, 
or in bonds or other obligations guaranteed as to principal and interest 
by, the United States. The Commissioner may, with the approval of 
the Secretary of the Treasury, purchase in the open market debentures 
issued under the provisions of this section. Such purchases shall be 
made at a price which will provide an investment yield of not less than 
the yield obtainable from other investments authorized by this section. 
Debentures so purchased shall be canceled and not reissued. 

Premium charges, adjusted premium charges, and appraisal and 
other fees received on account of the insurance of any mortgage 
accepted for insurance under this section, the receipts derived from the 
property covered by such mortgage and claims assigned to the Com- 
missioner in connection therewith shall be credited to the Section 220 
Housing Insurance Fund. The principal of, and interest paid and 
to be paid on, debentures issued under this section, cash adjustments, 
and expenses incurred in the handling, management, renovation, and 
disposal of properties acquired under this section shall be charged to 
such Fund. 

(hk) Nothing in this Act shall be construed to prevent the insurance of 
a mortgage under this section or section 221 covering a housing project 
designed for occwpancy by single persons, and dwelling units in such a 
project shall constitute family units within the meaning of this section or 
section 221 as the case may be. 

Src. 221. (a) This section is designed to supplement —— of 
mortgage insurance under other provisions of the National Housin 
Act in order to assist (/) in relocating families from urban caneui 
[areas and] areas, (2) in relocating families to be displaced as the 
result of overnmental action in a community respecting which [(1)] 
(A) the Housing and Home Finance Administrator has made the 
certification to the Commissioner provided for by subsection 101(c) 
of the Housing ie of 1949, as amended, or [(2)] (2) there is being 
carried out a project covered by a Federal aid contract executed, or 
prior approval granted, by the Housing and Home Finance Adminis- 
trator under title I of the Housing Act of 1949, as amended, before 
the effective date of the Housing Act of 1954, or [(3)] (C) there is 
being carried out an urban renewal project assisted under section 111 
of the Housing Act of 1949, as amended, and (3) in relocating families 
residing in the environs of a community described in clause (2) which are 
to be displaced as the result of governmental action. 

Mortgage insurance under this section shall be available only in 
those localities or communities which shall have requested such mort- 
gage insurance to be provided, and in the environs of such communities 
as provuled in clause (8) above: Provided, That the Commissioner shall 
prescribe such procedures as in his judgment are necessary to secure 
to the families, referred to above, a preference or priority of oppor- 
tunity to purchase or rent such dwelling units: Provided further, That 
the total number of dwelling units in properties covered by mortgage 
insurance under this section in or near any such community shall not 
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exceed the aggregate number of such dwelling units which the Housing 
and Home Finance Administrator, from time to time, certifies to the 
Commissioner to be needed for the relocation of families referred to 
above and who would be eligible to rent or purchase dwelling accom- 
modations in properties covered by mortgage insurance authorized by 
this section: Provided further, That with respect to any community 
referred to in clause [(1)J (2)(A) of this subsection, said Adminis- 
trator shall not certify any dwelling units during any period when, in 
his opinion, the locality fails to carry out the workable program upon 
which said Administrator based the certification to the Commissioner 
that mortgage insurance under this section may be made available in 
such community: And provided further, That with respect to any com- 
munity referred to in clause [(2)] (2)(B) or [(3)] (2)(C) of this sub- 
section (but not clause [(1)] (2)(A) thereof), the number of dwelling 
units certified by said Administrator shall not exceed the number 
which he estimates to be needed for the relocation of such displaced 
families during the period when the project referred to in said clause 
ced (2)(B) or [(3)] (2)(C) is being carried out. 

(b) The Commissioner is authorized, upon application by the mort- 
gagee, to insure under this section as hereinafter provided any mort- 
gage which is eligible for insurance as provided herein and, upon such 
terms and conditions as the Commissioner may prescribe, to make 
commitments for the insurance of such mortgages prior to the date of 
their execution or disbursement thereon. 

(c) As used in this section, the terms ‘‘mortgage’’, ‘‘first mortgage’, 

“mortgagee”, “mortgagor’’, ‘maturity date” and “‘State”’ shall have 
the same meaning as in section 201 of this Act. 
: © To be eligible for insurance under this section, a mortgage 
s — 
(1) have been made to and be held by a mortgagee approved by 
the eeeinNean as responsible and able to service the mortgage 
roperly; 
, (2) involve a principal obligation (including such initial serv- 
ice charges, appraisal, inspection, and other fees as the Commis- 
sioner shall approve) in an amount not to exceed $9,000 except 
that the Commissioner may by regulation increase this amount 
to not to exceed $10,000 in any geographical area where he 
finds that cost levels so require, and not to exceed the appraised 
value (as of the date the mortgage is accepted for insurance) of 
a property upon which there is located a dwelling designed prin- 
cipally for a single-family residence, less such amount as may be 
necessary to comply with the succeeding proviso: Provided, That 
the mortgagor shall be the owner and occupant of the property 
at the time of the insurance and shall have paid on account of 
the property at least $200 in cash or its equiv oa nt (which amount 
may include amounts to cover settlement costs and initial pay- 
ments for taxes, hazard insurance, mortgage insurance premium, 
and other prepaid expenses): Provided Sala That nothing con- 
tained herein shall preclude the Commissioner from issuing a 
commitment to insure and insuring a mortgage pursuant thereto 
where the mortgagor is not the owner and occupant and the 
peonerty is to be built or acquired and repaired or rehabilitated 
r sale and the insured mortgage financing is required to facili- 
tate the construction or the repair or rehabilitation of the dwelling 
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and provide financing pending the subsequent sale thereof to a 
qualified owner-occupant, and in such instances the mortgage 
shall not exceed 85 per centum of the appraised value; or] 

(2) be secured by property upon which there is located a dwelling 
conforming to applicable standards prescribed by the Commissioner 
under subsection (f) of this section, and meeting the requirements of 
all State laws, or local ordinances or regulations, relating to the public 
health or safety, zoning, or otherwise, as may be applicable thereto, 
and shall involve a principal obligation (including such initial service 
charges, appraisal, inspection, and other fees as the Commissioner 
shall approve) in an amount (A) not to exceed (i) $10,000 in the case 
of a property wpon which there rs located a dwelling designed princi- 
pally for a single-family residence, except that the Commissioner may 
by regulation increase this amount to not to exceed $12,000 in any 
geographical area where he finds that cost levels so require, (ii) $18,000 
on the case of a property upon which there is located a dwelling prin- 
cipally designed for two-family residence, except that the Commis- 
stoner may by regulation increase this am ount to not to exceed $20,000 
in any geographical area where he finds that cost levels so require, 
(277) $25,000 rn the case of a property upon which there is located a 
dwelling designed principally for a three-family residence, except that 
the Commissioner may by regulation increase this amount to not to 
exceed $27,500 in any geographical area where he finds that cost levels 
so require, (iv) $32,000 in the case of property upon which there is 
located a dwelling designed principally for a four-family residence, 
except that the Commissioner may be regulation increase this amount 
to not to exceed $35,000 in any geographical area where he finds that 
cost levels so require; and (B) not to exceed the appraised value (as of 
the date the mortgage is accepted for insurance) of any such property, 
less such amount, in the case of any mortgagor, as may be necessary 
to comply with the succeeding provisos: Provided, That if the mort- 
gagor is the owner and an occupant of the property at the time of the 
insurance, he shall have paid on account of the property at least 
(i) $200 in the case of a single-family dwelling, (ii) $400 in the case 
of a two-family dwelling, (iii) $600 in the case of three-family dwell- 
ing, and (iv) $800 in the case of a four-family dwelling, in cash or its 
equivalent which amount may include amounts to cover settlement 
costs and initial payments for taxes, hazard insurance, mortgage in- 
surance premium, and other prepaid expenses: Provided further, That 
nothing contained herein shall preclude the Commissioner from issu- 
ing a commitment to insure, and insuring a mortgage pursuant 
thereto, where the mortgagor is not the owner and an occupant of the 
property, if the property is to be built or acquired and repaired or 
rehabilitated for sale, and the insured mortgage financing is required 
to facilitate the construction, or the repair or rehabilitation, of the 
dwelling and to provide financing pending the subsequent sale thereof 
to a qualified owner who is also an occupant thereof, but in such 
instances the mortgage shall not exceed 85 per centum of the appraised 
value: And provided further, That the Commissioner shall prescribe 
such procedures as in his judgment are necessary to secure to families, 
reterred to in subsection (a) above, priorities in occupancy of the re- 
maining units of two-, three-, and four-family dwellings after occu- 
pancy of one unit by the owner; or 
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(3) if executed by a mortgagor which is a private nonprofit 
orporation or association or other acceptable private nonprofit 
organization, regulated or supervised under Federal or State laws 
or by political subdivisions of States or agencies thereof or the 
Federal Housing Commissioner, as to rents, charges, and methods 
of operation, in such form and in such manner as, in the opinion 
of the Commissioner, will effectuate the purposes of this section, 
the mortgage may involve a principal obligation not in excess of 
$12,500,000 ; and not in excess of [$9, 000] $10,000 per family 
unit for such part of such property or project as may be attribut- 
able to dwelling use, except that the Commissioner may by 
regulation increase this amount to not to exceed [$10,000] 
$12,000 in- any geographical area where he finds that{cost levels 
so require, and [not in excess of the Commissioner’s estimate of 
the value of the property or project when constructed, or repaired 
and rehabilitated, for use as rental accommodations for ten or 
more families eligible for occupancy as provided in this section; 
and] not in excess of (1) in the case of new construction, the amount 
which the Commissioner estimates will be the replacement cost of the 
property or project when the proposed improvements are completed 
(the replacement cost may include the land, the proposed physical 
improvements, utilities within the boundaries of the land, architect’s 

fees, taxes, interest during construction, and other miscellaneous 
charges incident to construction and approved by the Commissioner), 
or_(2), in the case of repair and rehabilitation, the Commissioner’s 
estimate of the value of the property when the proposed repair and 
rehabilitation is completed: Provided, That such property or project, 
when constructed, or repaired and rehabilitated, shall be for use as 
rental accommodations for ten or more families el igrble for occupancy 
as provided in this section; or 

(4) if executed by a mortgagor which rs not a nonprofit oryaniza- 
tion, and which is approved by the Commissioner— 

(i) not exceed (in the case of a property or proiect approved 
for mortgage insurance prior to the beginning of construction) 
the Commissioner’s estimate of the replacement cost of the 
property or proiect when the proposed improvements are com- 
pleted (the replacement cost may include the land, the proposed 
physical improvements, utilities within the boundaries of the 
land, architect’s fees, taxes, interest during construction, and 
other miscellaneous charges incident to construction and ap- 
proved by the Comm isstone or, but shall not include any allowance 
for builder’s and sponsor’s profit and risk); 

(ii) not exceed the Commissioner’s estimate of the value of the 
property or project when the proposed repair and rehabilitation 
as comple ted if the proceeds of the mortgage are to be used for the 
repair and rehabilitation of a property or pr oject: 

Provided, That such property or project when constructed, or re- 

paired and rehabilitated, shall be for use as rental accommodations 

for ten or more families eligible for occupancy as provided in this 
section: And provided | further, That the Commissioner may, in his 
discretion, require the mortgagor to be regulated or restricted as to 
rents or sales, charges, capital structure, rate of return and methods 
of operation, and for such purpose the Commissioner may make 
contracts with and acquire for not to exceed $100 stock or interest in 
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any such mortgagor as the Commissioner may deem necessary to 

render effective such restrictions or regulations, with such stock or 

interest being paid for out of the section 221 Housing Insurance 
Fund and being required to be redeemed by the mortgagor at par upon 
the termination of all obligations of the Commissioner under the in- 
surance; and 

[(4)] (6) provide for complete amortization by periodic pay- 
ments within such terms as the Commissioner may prescribe, but 
not to exceed forty years from the date of insurance of the mort- 
gage or three-quarters of the Commissioner’s estimate of the 
remaining economic life of the building improvements, whichever 
is the lesser; bear interest (exclusive of premium charges for 
insurance and service charge, if any) at not to exceed 5 per centum 
per annum on the amount of the principal obligation outstanding 
at any time, or not to exceed such per centum per annum not in 
excess of 6 per centum as the Commissioner finds necessary to 
meet the mortgage market; and contain such terms and provisions 
with respect to the application of the mortgagor’s periodic 
payment to amortization of the principal of the mortgage, 
insurance, repairs, alterations, payment of taxes, default reserves, 
delinquency charges, foreclosure proceedings, anticipation of 
maturity, additional and secondary liens, and other matters as 
the Commissioner may in his discretion prescribe. 

(e) The Commissioner may at any time, under such terms and condi- 
tions as he may prescribe, consent to the release of the mortgagor from 
his liability under the mortgage or the credit instrument secured 
thereby, or consent to the release of parts of the mortgaged property 
from the lien of the mortgage. é 

(f) The property or project shall comply with such standards and 
conditions as the Commissioner may prescribe to establish the accept- 
ability of such property for mortgage insurance and may include such 
commercial and community facilities as the Commissioner deems adequate 
to serve the occupants. 

(g) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 

(1) as to mortgages meeting the requirements of paragraph (2) 
of subsection (d) of this section, as provided in section 204(a) of 
this Act with respect to mortgages insured under section 203, and 
the provisions of subsections (b), (c), (d), (e), (f), (g), (bh), [and 
(j)] (j), and (k) of section 204 of this Act shall be applicable to 
such mortgages insured under this section, except that all refer- 

ences therein to the Mutual Mortgage Insurance Fund or the 
Fund shall be construed to refer to the Section 221 Housing 
Insurance Fund and all references therein to section 203 shall be 
construed to refer to this section; or 

(2) as to mortgages meeting the requirements of [paragraph 
(3)] paragraphs (3) and (4) of subsection (d) of this section, as 
provided in section 207(g) of this Act with respect to mortgages 
imsured under said section 207, and the provisions of subsections 
(h), (i), (j), (k), and (1) of section 207 of this Act shall be applicable 
to such mortgages insured under this section, and all references 
therein to the Housing Insurance Fund or the Housing Fund 
shall be construed to refer to the Section 221 Housing Insurance 
Fund; or 
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(3) in the event any mortgage insured under this section is not 
in default at the expiration of twenty years from the date the 
mortgage was endorsed for insurance, the mortgagee shall, within 
a period thereafter to be determined by the Commissioner, have 
the option to assign, transfer, and deliver to the Commissioner 
the original credit instrument and the mortgage securing the same 
and receive the benefits of the insurance as hereinafter provided 
in this paragraph, upon compliance with such requirements and 
conditions as to the validity of the mortgage as a first lien and 
such other matters as may be prescribed by the Commissioner at 
the time the loan is endorsed for insurance. Upon such assign- 
ment, transfer, and delivery the obligation of the morgtagee to 
pay the premium charges for insurance shall cease, and the Com- 
missioner shall, subject to the cash adjustment provided herein, 
issue to the mortgagee debentures having a total face value equal 
to the amount of the original principal obligation of the mortgage 
which was unpaid on the date of the assignment, plus accrued 
interest to such date. Debentures issued pursuant to this para- 
graph (3) shall be issued in the same manner and subject to the 
same terms and conditions as debentures issued under paragraph 
(1) of this subsection, except that the debentures issued pursuant 
to this paragraph (3) shall be dated as of the date the mortgage 
is assigned to the Commissioner, shall mature ten years after 
such date, and shall bear interest from such date at the going 
Federal rate determined at the time of issuance. The term 
“going Federal 'rate’’ as used herein mecns the annual rate of 
interest which the Secretary of the Treasury shall specify as 
applicable to the six-month period (consisting of January through 
June or July through December) which includes the issuance date 
of such debentures, which applicable rate for each six-month 
period shall be determined by the Secretary of the Treasury by 
estimating the average yield to maturity, on the basis of daily 
closing market bid quotations or prices during the month of May 
or the month of November, as the case may be, next preceding 
such six-month period, on all outstanding marketable obligations 
of the United States having a maturity date of eight to twelve 

ears from the first day of such month of May or November (or, 
if no such obligations are outstanding, the obligation next shorter 
than eight years and the obligation next longer than twelve years, 
respectively, shall be used), and by adjusting such estimated 
average annual yield to the nearest one-eighth of 1 per centum. 
The Commissioner shall have the same authority with respect to 
mortgages assigned to him under this paragraph as contained in 
section 207(k) and section 207(1) as to mortgages insured by the 
Commissioner and assigned to him under section 207 of this Act. 
(h) There is hereby created a Section 221 Housing Insurance Fund 
which shall be used by the Commissioner as a revolving fund for carry- 
ing out the provisions of this section, and the Commissioner is hereby 
authorized to transfer to such Fund the sum of $1,000,000 from the 
War Housing Insurance Fund established pursuant to the provisions 
of section 602 of this Act. General expenses of operation of the Fed- 
eral Housing Administration under this section may be charged to the 
Section 221 Housing Insurance Fund. 
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108 HOUSING ACT OF 1959 


Moneys in the Section 221 Housing Insurance Fund not needed for 
the current operations of the Federal Housing Administration under 
this section shall be deposited with the Treasurer of the United States 
to the credit of such Fund, or invested in bonds or other obligations 
of, or in bonds or other obligations guaranteed as to principal and 
interest by, the United States. The Commissioner may, with the 
approval of the Secretary of the Treasury, purchase in the open market 
debentures issued under the provisions of this section. Such pur- 
chases shall be made at a price which will provide an investment yield 
of not less than the yield obtainable from other investments author- 
ized by this section. Debentures so purchased shall be canceled and 
not reissued. 

Premiums charges, adjusted premium charges, and appraisal and 
other fees recehnod on account of the insurance of any mortgage ac- 
cepted for insurance under this section, the receipts derived from the 
property covered by such mortgage and claims assigned to the Com- 
missioner in connection therewith shall be credited to the Section 221 
Housing Insurance Fund. The principal of, and interest paid and to 
be paid on, debentures issued under this section, cash adjustments, 
and expenses incurred in the handling, management, renovation, and 
disposal of properties acquired under this section shall be charged to 
such Fund. 

MORTGAGE INSURANCE FOR SERVICEMEN 


Sec. 222. (a) The purpose of this section is to aid in the provision 
of housing accommodations for servicemen in the Armed Forces of the 
United States and their families, and servicemen in the United States 
Coast Guard and their families, by supplementing the insurance of 


mortgages under section 203 of this title with a system of mortgage 
insurance specially designed to assist the financing required for the 
construction or purchese of dwellings by those persons. As used in this 
section, a “serviceman’’ means a person to whom the Secretary of 
Defense (or any officer or employee designated by him), or the Secre- 
tary of the Treasury (or any officer or employe e dedacinted by him), 
as the case may be, has issued a certificate her eunder indicating that 
such person requires housing, is serving on active duty in the Armed 
Forces of the United States or in the United States Coast Guard and 
has served on active duty for more than two years, but a certificate 
shall not be issued hereunder to any person ordered to active duty for 
training purposes only. The Secretary of Defense and the Secretary 
of the Treasury, respectively, are authorized to prescribe rules and 
regulations governing the issuance of such certificates and may with- 
hold issuance of more than one such certificate to a serviceman when- 
ever in his discretion issuance is not justified due to circumstances 
resulting from military assignment, or, in the case of the United States 
Coast Guard, other assignment. 

(b) To be eligible for insurance under this section a mortgage shall— 

(1) meet the requirements of section 203(b) or 203(7) except as 
such requirements are modified by this section; 

(2) involve a principal obligation (including such initial service 
charges, appraisal, inspection, and other fees as the Commis- 
sioner shall approve) in an amount not to exceed [$17,100] 
$20,000, except that in the case of a mortgage meeting the require- 
ments of section 203(1) such principal obligation shall not exceed 
$9,000 ; 
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(3) have a principal obligation in an amount not in excess 
of 95 per centum of the appraised value of the property or such 
higher amount as may be derived by applying the maximum ratio 
of loan to value prescribed in section 203(b) (2); and 

(4) be executed by a mortgagor who at the time of application 
for insurance is certified as a “serviceman” and who at the time 
of insurance is the owner of the property and either occupies the 
property or certifies that his failure to do so is the result of his 
military assignment, or, in the case of the United States Coast 
Guard, other assignment. 

(c) The Commissioner may prescribe the manner in which a mort- 
gage may be accepted for insurance under this section. Premiums 
fixed by the Commissioner under section 203 with respect to, or pay- 
able during, the period of ownership by a serviceman of the property 
involved shall not be payable by the mortgagee but shall be paid not 
less frequently than once each year, upon request of the Commissioner 
to the Secretary of Defense or the Secretary of the Treasury, as the 
case may be, from the respective appropriations available for pay and 
allowances of persons eligible for mortgage insurance under this sec- 
tion. As used herein, “the period of ownership by a serviceman” 
means the period, for which premiums are fixed, prior to the date that. 
the Secretary of Defense (or any officer or employee or other person 
designated by him) or the Secretary of the Treasury (or any officer or 
employee or other person designated by him), as the case may be, fur- 
nishes the Commissioner with a certification that such ownership (as 
defined by the Commissioner) has terminated. 

(d) Any mortgagee under a mortgage insured under this section is 
entitled to the benefits of the insurance as provided in section 204(a) 
with respect to mortgages insured under section 203. 

(e) The provisions of subsections (b), (c), (d), (e), (f), (g), (bh), 
[and (j)] (7), and (k) of section 204 shall apply to mortgages insured 
under this section, except that as applied to those mortgages (1) all 
references to the “Fund”, or “Mutual Mortgage Insurance Fund”’ 
shall refer to the ‘‘Servicemen’s Mortgage Insurance Fund’’, and 
(2) all references to ‘section 203” shall refer to this section. 

(f) There is hereby created a Servicemen’s Mortgage Insurance 
Fund to be used by the Commissioner as a revolving fund to carry out 
the provisions of this section, and the Commissioner is directed to 
transfer the sum of $1,000,000 to such Fund from the War Housing 
Insurance Fund created by section 602 of this Act. Any premium 
charges, adjusted premium charges, and appraisal and other fees re- 
ceived on account of the insurance of any mortgage accepted for in- 
surance under this section, the receipts derived from the property 
covered by such mortgage and claims assigned to the Commissioner in 
connection therewith shall be credited to the Servicemen’s Mortgage 
Insurance Fund. The principal of, and interest paid and to be paid 
on, debentures issued under this section, and cash adjustments and 
expenses incurred in the handling, management, renovation, and dis- 
posal of properties acquired under this section shall be charged to the 
Servicemen’s Mortgage Insurance Fund. General expenses of oper- 
ation of the Federal Housing Administration incurred under this 
section may be charged to the Servicemen’s Mortgage Insurance 
Fund. Moneys in that Fund not needed for the current operation 
of the Federal Housing Administration under this section shall be 
36878—59——8 
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deposited with the Treasurer of the United States to the credit of 
that Fund, or invested in bonds or other obligations of, or in bonds 
or other obligations guaranteed as to principal and interest by, the 
United States. The Commissioner may, with the approval of the 
Secretary of the Treasury, purchase in the open market debentures 
issued under this section. Those purchases shall be made at a price 
which will provide an investment yield of not less than the yield ob- 
tainable from other investments authorized by this section. Deben- 
tures so purchased shall be canceled and not reissued. 


MISCELLANEOUS HOUSING INSURANCE 


Sec. 223. (a) Notwithstanding any of the provisions of this title, 
and without regard to limitations upon eligibility contained in section 
203, 207, 213, or 222 the Commissioner is authorized, upon applica- 
tion by the mortgagee, to insure or make commitments to insure under 
section 203, 207, 213, or 222 of this title any mortgage— 

(1) executed in connection with the sale by the Government, or 
any agency or official thereof, of any housing acquired or con- 
structed under Public Law 849, Seventy-sixth Congress, as 
amended; Public Law 781, Seventy-sixth Congress, as amended; 
or Public Laws 9, 73, or 353, Seventy-seventh Congress, as 
amended (including any property acquired, held, or constructed 
in connection with such housing or to serve the inhabitants 
thereof) ; or 

(2) executed in connection with the sale by the Public Housing 
Administration, or by any public housing agency with the approval 
of the said Administration, of any housing (including any property 
acquired, held, or constructed in connection with such housing or 
to serve the inhabitants thereof) owned or financially assisted 
pursuant to the provisions of Public Law 671, Seventy-sixth 
Congress; or 

(3) executed in connection with the sale by the Government, 
or any agency or official thereof, of any of the so-called Greenbelt 
towns, or parts thereof, including projects, or parts thereof, known 
as Greenhills, Ohio; Greenbelt, Maryland; and Greendale, Wis- 
consin, developed under the Emergency Relief Appropriation Act 
of 1935, or of any of the village properties or employee’s housing 
under the jurisdiction of the Tennessee Valley Authority, or of any 
housing under the jurisdiction of the Department, of the Interior 
located within the town area of Coulee Dam, Washington, acquired 
by the United States for the construction, operation, and main- 
tenance of Grand Coulee Dam and its appurtenant works: Pro- 
vided, That for the purpose of the application of this title to sales 
by the Secretary of. the Interior pursuant to subsections 3(b) (1) 
and 3(b)(2) of the Coulee Dam Community Act of 1957, the 
selling price of the property involved shall be deemed to be the 
appraised value, or of any permanent housing under the jurisdic- 
tion of the Department of the Interior constructed under the 
Boulder Canyon Project Act of December 21, 1928, as amended 
and supplemented, located within the Boulder City municipal 
area: Provided, That for purposes of the application of this title 
to sales by the Secretary of the Interior pursuant to subsections 
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3(b)(1) and 3(b)(2) of the Boulder City Act of 1958, the selling 
price of the property involved shall be deemed to be the appraised 
value; or 

(4) executed in connection with the sale by the Government 
or any agency or official thereof, of any housing (including any 
property acquired, held, or constructed in connection therewith 
or to serve the inhabitants thereof) pursuant to the Atomic 
Energy Community Act of 1955, as amended: Provided, That 
such insurance shall be issued without regard to any preferences 
or priorities except those prescribed by this Act or the Atomic 
Energy Community Act of 1955, as amended; or 

(5) executed in connection with the sale by a State or munici- 
pality, or an agency, instrumentality, or political subdivision of 
either, of a project consisting of any permanent housing (including 
any property acquired, held, or constructed in connection there- 
with or to serve the inhabitants thereof), constructed by or on 
behalf of such State, municipality, agency, instrumentality, or 
political subdivision, for the occupancy of veterans of World War 
II, or Korean veterans, their families, and others; or 

(6) executed in connection with the first resale, within two years 
from the date of its acquisition from the Government, of any 
portion of a project or property of the character described in 
paragraphs (1), (2), (3), and (4) above; or 

(7) given to refinance an existing mortgage insured under sec- 
tion 608 of title VI prior to the effective date of the Housing Act 
of 1954 or under section 903 or section 908 of title IX: Provided, 
That the principal amount of any such refinancing mortgage shall 
not exceed the original principal amount or the unexpired term 
of such existing mortgage and shall bear interest at a rate not in 
excess of the maximum rate applicable to loans insured under 
section 203, 207, 213, or 222, as the case may be, except that in any 
case involving the refinancing of a loan insured under section 608 
or 908 in which the Commissioner determines that the insurance 
of a mortgage for an additional term will inure to the benefit of 
the epplicnis insurance fund, taking into consideration the out- 
standing insurance liability under the existing insured mortgage, 
such refinancing mortgage may have a term not more than twelve 
years in excess of the unexpired term of such existing insured 
mortgage: Provided further, That a mortgage of the character 
described in paragraphs (1) through (6) of this subsection shall 
have a maturity, a principal obligation, and an interest rate not 
in excess of the maximums applicable to loans insured under sec- 
tion 203, 207, 213, or 222, as the case may be, except that in no case 
may the principal obligation of a mortgage referred to in para- 
graph (5) of this subsection exceed 90 per centum of the appraised 
value of the mortgaged property. 

(b) The Commissioner shall also have authority to insure under this 
title any mortgage assigned to him in connection with payment under 
a contract of mortgage insurance or executed in connection with the 
sale by him of any property acquired under title I, title II, title VI, 
title VII, title VIII, or title [IX without regard to any limitation upon 
-eligibility contained in this title IT. 
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DEBENTURE INTEREST RATE 


Sec. 224. Notwithstanding any other provisions of this Act, deben- 
tures issued under any section of this Act with respect to a mortgage 
accepted for insurance on or after thirty days following the effective 
date of the Housing Act of 1954 (except debentures issued pursuant to 
paragraph (3) of section 221(g) hereof) shall bear interest at the rate 
in effect at the time the mortgage is insured. 'The Commissioner shall 
from time to time, with the approval of the Secretary of the Treasury, 
establish such interest rate in an amount not in excess of the annual 
rate of interest determined by the Secretary of the Treasury, at the 
request of the Commissioner, by estimating the average yield to 
maturity, on the basis of daily closing market bid quotations or prices 
during the calendar month next preceding the establishment of such 
rate of interest, on all outstanding marketable obligations of the United 
States having a maturity date of fifteen years or more from the first 
day of such next preceding month, and by adjusting such estimated 
average annual yield to the nearest one-eighth of 1 per centum. 


OPEN-END MORTGAGES 


Sec. 225. Notwithstanding any other provisions of this Act, in con- 
nection with any mortgage insured pursuant to any section of this Act 
which covers a property upon which there islocated a dwelling designed 
principally for residential use for not more than four families in the 
aggregate, the Commissioner is authorized, upon such terms and condi- 
tions as he may prescribe, to insure under said section the amount of 
any advance for the improvement. or repair of such property made to 
the mortgagor pursuant to an “open-end” provision in the mortgage, 
and to add the amount of such advance to the original principal obliga- 
tion in determining the value of the mortgage for the purpose of com- 
puting the amounts of debentures and certificate of claim to which the 
mortgagee may be entitled: Prowided, That the Commissioner may re- 
quire the payment of such charges, including charges in lieu of insur- 
ance premiums, as he may consider appropriate for the insurance of 
such ‘‘open-end”’ advances: Provided further, That only advances for 
such improvements or repairs as substantially protect or improve the 
basic livability or utility of the property involved shall be eligible for: 
insurance under this section: Provided further, That no such advance 
shall be insured under this section if the amount thereof plus the 
amount of the unpaid balance of the original principal obligation of 
the mortgage would exceed the amount of such original principal 
obligation unless the mortgagor certifies that the proceeds of such 
advance will be used to finance the construction of additional rooms or: 
other enclosed space as a part of the dwelling: And provided further, 
That the insurance of “open-end” advances shall not be taken into. 
account in determining the aggregate amount of principal obligations 
of mortgages which may be insured under this Act. 


FHA APPRAISAL AVAILABLE TO HOME BUYERS 


Sec. 226. The Commissioner is hereby authorized and directed to 
require that, in connection with any property upon which there is 
located a dwelling designed principally for a single-family residence or 
a two-family residence and which is approved for mortgage insurance: 
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under section 203, 213 with respect to any property or project of a 
corporation or trust of the character described in paragraph numbered 
(2) of subsection (a) thereof, 220, 221, 222, or 903 of this Act, the seller 
or builder or such other person as may be designated by the Commis- 
sioner shall agree to deliver, prior’ to the sale of the property, to the 
person purchasing such dwelling for his own occupancy, a written state- 
ment setting forth the amount of the appraised value of the property 
as determined by the Commissioner. ‘This section shall not apply in 
any case where the mortgage involved was insured or the commitment 
for such insurance was issued prior to the effective date of the Housing 
Act of 1954. Notwithstanding the first sentence of this section, the 
Commissioner is authorized to require, in connection with any mort- 
gage where the mortgage amount is computed on the basis of the 
Commissioner’s estimate of the replacement cost of the property, that 
a written statement setting forth such estimate be furnished under this 
section in lieu of a written statement setting forth the amount of the 
appraised value of the property. 


BUILDER’S COST CERTIFICATION 


Sec. 227. Notwithstanding any other provisions of this Act, no 
mortgage covering new or rehabilitated multifamily housing shall be 
insured under this Act unless the mortgagor has agreed (a) to certify, 
upon completion of the physical improvements on the mortgaged prop- 
erty or project and prior to final endorsement of the mortgage, either 
(i) that the approved percentage of actual cost (as those terms are 
herein defined) equaled or exceeded the proceeds of the mortgage loan 
or (ii) the amount by which the proceeds of the mortgage loan exceeded 
such approved percentage of actual cost, as the case may be, and (b) to 
pay forthwith to the mortgagee, for application to the reduction of the 
pomeinen obligation of such mortgage, the amount, if any, certified to 

e in excess. of such approved percentage of actual. cost.. Upon the 
Commissioner’s approval of the mortgagor’s certification as required 
hereunder, such certification shall be final and incontestable, except 
for fraud or material misrepresentation on the part of the mortgagor. 
As used in this section— 

(a) The term “new or rehabilitated multifamily housing” means a 
project or property approved for mortgage insurance prior to the con- 
struction or the repair and rehabilitation involved and covered by a 
mortgage insured or to be insured (i) under section 207, (ii) under 
section 213 with respect to any property or project of a corporation or 
trust of the character described in paragraph numbered (1) of sub- 
section (a) thereof or with respect to any property or project of a 
mortgagor of the character described in paragraph (3) of subsection 
(a) thereof, (iii) under section 220 if the mortgage meets the require- 
ments of paragraph (3)(B) of subsection (d) thereof, (iv) under section 
221 if the [mortgage] mortgagor meets the requirements of paragraph 
(3) or paragraph (4) of subsection (d) thereof, (v) under section [803] 
231, or (vi) under [sections 903 and 908] section 803 or 810; 

(b) The term “approved percentage” means the percentage figure 
which, under applicable provisions of this Act, the Commissioner is 
authorized to a ply to his estimate of value or replacement cost, as the 
case may be, of the property or project in determining the maximum 
insurable mortgage amount; except that if the mortgage is to assist 
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the financing of repair or rehabilitation and no part of the proceeds will 
be used to finance the purchase of the land or structure involved, the 
approved percentage shall be 100 per centum; and 

(c) The term “actual cost’’ has the following meaning: (i) in case 
the mortgage is to assist the financing of new construction, the term 
means the actual cost to the mortgagor of such construction, including 
amounts paid for labor, materials, construction contracts, off-site pub- 
lic utilities, streets, organizational and legal expenses, such allocations 
of general overhead items as are acceptable to the Commissioner, and 
other items of expense approved by the Commissioner, plus (1) a 
reasonable allowance for builder’s profit if the mortgagor is also the 
builder as defined by the Commissioner, and (2) an amount equal to 
the Commissioner’s estimate of the fair market value of any land 
(prior to the construction of the improvements built as a part of the 
project) in the property or project owned by the mortgagor in fee (or, 
in case the land in the property or project is held by the mortgagor 
under a leasehold or other interest less than a fee, such amount as the 
mortgagor paid for the acquisition of such leasehold or other interest 
but, in no event, in excess of the fair market value of such leasehold 
or other interest exclusive of the proposed improvements), but exclud- 
ing the amount of any kickbacks, rebates, or trade discounts received 
in connection with the construction of the improvements, or (ii) in 
case the mortgage is to assist the financing of repair or rehabilitation, 
the term means the actual cost to the mortgagor of such repair or 
rehabilitation, including the amounts paid for labor, materials, con- 
struction contracts, off-site public utilities, streets, organization and 
legal expenses, such allocations of general overhead items as are ac- 
ceptable to the Commissioner, and other items of expense approved 
by the Commissioner, plus (1) a reasonable allowance for builder’s 
profit if the mortgagor is also the builder as defined by the Com- 
missioner, and (2) an additional amount equal to (A) in case the land 
and improvements are to be acquired by the mortgagor and the pur- 
chase price thereof is to be financed with part of the proceeds of the 
mortgage, the purchase price of such land and improvements prior 
to such repair or rehabilitation, or (B) in case the land and improve- 
ments are owned by the mortgagor subject to an outstanding indebted- 
ness to be refinanced with part of the proceeds of the mortgage, the 
amount of such outstanding indebtedness secured by such land and 
improvements, but excluding (for the purposes of this clause (ii)) the 
amount of any kickbacks, rebates, or trade discounts received in 
connection witb the construction of the improvements: Provided, That 
such additional amount under (A) of this clause (ii) shall in no event 
exceed the Commissioner’s estimate of the fair market value of such 
land and improvements prior to such repair or rehabilitation, and 
such additional amount under (B) of this clause (ii) shall in no event 
exceed the approved percentage of the Commissioner’s estimate of 
the fair market value of such land and improvements prior to such 
repair or rehabilitation. [In the case of a mortgage insured under 
section 220 where the mortgagor is also the builder as defined by the 
Commissioner, there shall be included in the actual cost, in lieu of the 
allowance for builder’s profit under clause (i) or (ii) of the preceding 
sentence, an allowance for builder’s and sponsor’s profit and risk of 
10 per centum (unless the Commissioner, after finding that such allow- 
ance is unreasonable, shall by regulation prescribe a lesser percentage) 
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of all other items entering into the term “actual cost’’ except land 
or amounts paid for a leasehold and amounts included under either 
(A) or (B) of clause (ii) of the preceding sentence. In the case of a 
mortgage insured under section 220 where the mortgagor is not also 
the builder as defined by the Commissioner, there shall be included 
in the actual cost an allowance for sponsor’s profit and risk of the said 
10 per centum or lesser percentage of all other items entering into 
the term “‘actual cost’’ except land or amounts paid for a leasehold, 
amounts included under either (A) or (B) of the said clause (ii), and 
amounts paid by the mortgagor under a general construction con- 
tract.] In the case of a mortgage insured under section 220(d)(3)(B) (zi), 
section 221 (d)(4), or section 231(c)(4), the ‘‘actual cost’? computed pur- 
suant to the provisions of this paragraph (c) shall not include any allow- 
ance for builder’s and sponsor’s profit and risk. 

Sec. 228. Notwithstanding section 505 of the Classification Act of 
1949, as amended, the Commissioner may establish and place one 
position in grade GS-18, four positions in grade GS~-17, and eight 
positions in grade GS—16 in the Federal Housing Administration, 
which positions shall be in lieu of any positions presently allocated in 
the Federal Housing Administration under said section 505. 


VOLUNTARY TERMINATION OF INSURANCE 


Sec. 229. Notwithstanding any other provision of this Act and with 
respect to any mortgage heretofore or hereafter insured under this Act, 
the Commissioner is authorized to terminate any mortgage insurance 
contract upon request by the mortgagor and mortgagee and upon pay- 
ment of such termination charge as the Commissioner determines to be 
equitable, taking into consideration the necessity of protecting the various 
insurance funds. Upon such termination mortgagors and mortgagees 
shall be entitled to the rights, if any, to which they would be entitled under 
this Act if the insurance contract were terminated by payment in full of 
the insured mortgage. 


ACQUISITION OF MORTGAGES TO AVOID FORECLOSURE 


Szc. 230. Upon receiving notice of the default of any mortgage covering 
a one-, two-, three-, or four-family residence heretofore or hereafter insured 
under this title, the Commissioner, in his discretion and for the purpose 
of avoiding foreclosure of the mortgage, may acquire the loan and the 
security therefor upon issuance to the mortgagee of debentures having a 
total face value equal to the unpaid principal balance of the loan plus any 
accrued interest and any proper advances theretofore made by the mortgagee 
under the provisions of the mortgage; and after the acquisition of such 
mortgage by the Commissioner such mortgagee shall have no further rights, 
liabilities, or obligations with respect thereto. The provisions of section 
204 relating to the issuance of debentures incident to the acquisition of 
foreclosed properties shall apply with respect to debentures issued under 
this subsection, and the provisions of section 204 relating to the rights, 
liabilities, and obligations of a mortgagee shall apply with respect to the 
Commissioner when he has acquired an insured mortgage under this sec- 
tion, in accordance with and subject to regulations (modifying such 
provisions to the extent necessary to render their application for such 
purposes appropriate and effective) which shall be prescribed by the 
Commissioner. 
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Sec. 231. (a) The purpose of this section is to assist in relieving the 
shortage of housing for elderly persons and to increase the supply of 
rental housing for elderly persons. It is further the purpose of this 
section to assist in the provision of urgently needed nursing homes for the 
care and treatment of persons, particularly elderly persons. 

For the purposes of this sectuon— 

(1) The term “housing”? means eight or more new or rehabilitated 
living units; not less than 50 per centum of which are specially designed 
For the use and occupancy of elderly persons; 

(2) The term “elderly person”? means any person, married or single, 
who is sixty years of age or more; 

(3) The term “nursing home” means a proprietary facility, licensed or 
regulated by the State (or, if there is no State law providing for such 
licensing and regulation by the State, by the municipality or other political 
subdivision in which the facility is located), for the accommodation of 
convalescents or other persons w ho are not acutely all and not in need of 
hospital care but who require skilled nursing care and related medical 
services, in which such nursing care and medical services are prescribed 
by, or are performed under the general direction of, persons licensed to 
provide such care or services in accordance with the laws of the State 
where the facility is located; and 

(4) The terms “mortgage’’, ‘‘mortgagee’’, ‘‘mortgagor’’, and “maturity 
date’’ shall have the meanings respectively set forth in section 207 of 
this Act. 

(6) The Commissioner is authorized to insure any mortgage (including 
advances on mortgages during construction) in accordance with the pro- 
visions of this section upon such terms and conditions as he may prescribe 
and to make commitments for insurance of such mortgages prior to the 
date of their execution or disbursement thereon. 

(c) To be eligible for insurance under this section, a mortgage to pro- 
vide housing for elderly persons shall— 

(1) involve a principal obligation in an amount not to exceed 
$12,500,000, or, if executed by Federal or State instrumentalities, 
municipal corporate instrumentalities of one or more States, or 
nonprofit development or housing corporations restricted by Federal 
or State laws or regulations of State banking or insurance departments 
as to rents, charges, capital structures, rate of return, or methods of 
operation, not to exceed $50,000,000; 

(2) not exceed, for such part of such property or project as may 
be attributable to dwelling use, $9,000 per dwelling unit: Provided, 
That the Commissioner may, in his discretion, increase the dollar 
amount limitation of $9,000 per unit to not to exceed $9,400 per 
unit to compensate for the higher costs incident to the construction 
of elevator-type structures and may increase each of the foregoing 
dollar amount limitations by not to exceed $1,250 per room in any 
geographical area where he finds that cost levels so require; 

(3) if executed by a mortgagor which is a private nonprofit corpo- 
ration or association or other acceptable private nonprofit organization 
regulated or supervised under Federal or State laws or by political 
subdivisions of States, or agencies thereof, or by the Commissioner 
under a regulatory agreement or otherwise, as to rents, charges, and 
methods of operation, in such form and in such manner as, in the 
opinion of the Commissioner, will effectuate the purpose of this sec- 
tion, involve a principal obligation not in excess of the amount which 
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the Commissioner estimates will be the replacement cost of the prop- 
erty or project when the proposed improvements are completed (the 
replacement cost may include the land, the proposed physical im- 
provements, utilities within the boundaries of the land, architect's 
fees, taxes, interest during construction, and other miscellaneous 
charges incident to construction and approved by the Commissioner) ; 

(4) if executed by a mortgagor approved by the Commissioner but 
which is not a nonprofit organization, involve a principal obligation 
not in excess of the Commissioner’s estimate of the replacement cost of 
the property or project when the proposed improvements are com- 
pleted (the replacement cost may include the land, the proposed 
physical improvements, utilities within the boundaries of the land, 
architect’s fees, taxes, interest during construction, and other mis- 
cellaneous charges incident to construction and approved by the 
Commissioner, but shall not include any allowance for builder’s and 
sponsor’s profit and risk): Provided, That the Commissioner may in 
his discretion require such mortgagor to be regulated or restricted as 
to rents or sales, charges, capital structure, rate of return and methods 
of operation, and for such purpose the Commissioner may make 
contracts with and acquire for not to exceed $100 stock or interest in 
any such mortgagor as the Commission may deem necessary to render 
effective such restrictions or regulations; such stock or interest shall 
be paid for out of the section 207 Housing Insurance Fund and shall 
be redeemed by the mortgagor at par upon the termination of all 
obligations of the Commissioner under the insurance; 

(5) provide for a complete amortization by periodic payments 
within such terms as the Commissioner shall prescribe; 

(6) bear interest (exclusive of premium charges for insurance) at 
not to exceed 5 per centum per annum on the amount of the principal 
obligation outstanding at any time, or not to exceed such per centum 
per annum not in excess of 5% per centum as the Commissioner 
finds necessary to meet the mortgage market; 

(7) cover a property or project which is approved for mortgage 
insurance prior to the beginning of construction or rehabilitation, 
with 50 per centum or more of the units therein specially designed 
for the use and oceupancy of elderly persons in accordance with 
standards established by the Commissioner, and which may include 

such commercial and special facilities as the Commissioner deems 
adequate to serve the occupants. 

(d) In order to carry out the purpose stated in the second sentence of 
subsection (a), the Commissioner 1s authorized to insure any mortgage 
which covers a new or rehabilitated nursing home, subject to the following 
conditions: 

(1) The mortgage shall be executed by a mortgagor approved by the 
Commissioner. The Commissioner may, in his discretion, require any 
such mortgagor to be regulated or restricted as to charges and methods 
of operation, and, in addition thereto, if the mortgagor is a corporate 
entity, as to capital structure and rate of return. As an aid to the regula- 
tion or restriction of any mortgagor with respect to any of the foregoing 
matters, the Commissioner may make such contracts with and/or acquire, 
for not to exceed $100, stock or interest in any such mortgagor as he may 
deem necessary. Any stock or interest so purchased shall be paid for 
out of the section 207 Housing Insurance Fund, and may be redeemed 
by the mortgagor at par upon the termination of all obligations of the 
Commissioner under the insurance. 
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(2) The mortgage shall involve a principal obligation in an amount 
not to exceed $12,500,000, and not to exceed 75 per centum of the estimated 
= the property or project when the proposed improvements are com- 
pleted. 

(3) The mortgage shall— 

(t) pronde for complete amortization by periodic payments unthin 
such terms as the Commissioner shall prescribe; and 

(ii) bear interest (exclusive of premium charges for insurance) at 
not to exceed 5 per centum per annum on the amount of the principal 
obligation outstanding at any time, or not to exceed such per centum 
per annum not in excess of 6 per centum as the Commissioner finds 
necessary to meet the mortgage market. 

(e) In carrying out the provisions of this section with respect to the 
insurance of mortgages on properties or projects designed for use as nurs- 
wg homes, the Commissioner shall not insure any mortgage under this 
section unless he has received from the State agency designated in accord- 
ance with section 612 (a) (1) of the Public Health Service Act for the 
State in which is located the nursing home covered by the mortgage, a 
certification that (1) there is a need for such nursing home, and (2) there 
are in force in such State or other political jurisdiction of the State in 
which the proposed nursing home would be located reasonable minimum 
standards o a, licensure and methods of operation for nursing homes: 
Provided, That in a case where certification of need has been denied by 
such State agency, the Commissioner may, upon lication of the mort- 
gagor, take such action as he deems appropriate. “Mo such mortgage shall 
be insured under this section unless Commissioner has received such 
assurance as he may deem satisfactory from any such State agency that 
such standards will be applied and enforced with respect to any nursing 
home located in the State for which mortgage insurance is provided under 
this section. 

f) The Commissioner may consent to the release of a part or parts 
of the mortgaged property or project from the lien of any mortgage insured 
under this section upon such terms and conditions as he may prescribe, 
and shall prescribe such procedures as in his judgment are necessary to 
secure to elderly persons a preference or een of opportunity to rent 
the dwellings included in such property or pr 

(g) The provisions of subsections (d), (e), pe (9), (h), (4), (7), (&), OO, 
(m), (n), and (p) of section 207 shall apply to mortgages insured under 
this section and all references therein to section 207 shall refer to this 
section. 


TITLE IlI—FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


PURPOSES 


Sec. 301. The Congress hereby declares that the purposes of this 
title are to establish in the Federal Government a secondary market 
facility for home mortgages, to provide that the operations of such 
Sem fd shall be financed by private capital to the maximum extent 

e 


, and to authorize such facility to— 

(a) provide supplementary assistance to the secondary market 
for home mortgages by providing a degree of liquidity for mort- 
gage investments, thereby improving the distribution of invest- 


feasib 
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ment capital available for home mortgage financing, and by aiding 
in the stabilization of the mortgage market; 

(b) provide special assistance (when, and to the extent that, 
the President has determined that it is in the public interest) 
for the financing of (1) selected types of home mortgages (pend- 
ing the establishment of their marketability) originated under 
special housing programs designed to provide housing of accept- 
able standards at full economic costs for segments of the national 
population which are unable to obtain adequate housing under 
established home financing programs, and (2) home mortgages 
generally as a means of retarding or stopping a decline in mort- 
gage lending and home building activities which threatens ma- 
terially the stability of a high level national economy; and 

(c) manage and liquidate the existing mortgage portfolio of 
the Federal National Mortgage Association in an orderly manner, 
with a minimum of adverse effect upon the home mortgage market 
and minimum loss to the Federal Government. 


CREATION OF ASSOCIATION 


BB Sc. 302. (a) There is hereby created a body corporate to be known 
as the ‘‘Federal National Mortgage Association’’ (hereinafter referred 
to as the ‘‘Association’’), which shall be a constituent agency of the 
Housing and Home Finance Agency. The Association shall have suc- 
cession until dissolved by Act of Congress. It shall maintain its 
principal office in the District of Columbia and shall be deemed, for 
purposes of venue in civil actions, to be a resident thereof. Agencies 


or offices may be established by the Association in such other place 
or on as it may deem necessary or appropriate in the conduct of 
its business. 

(b) For the purposes set forth in section 301 and subject to the 
limitations and restrictions of this title, the Association is authorized 
to make commitments to purchase and to purchase, service, or sell, 
any residential or home mortgages (or participations therein) which 
are insured under this Act, as amended, or which are insured or guar- 
anteed under the Servicemen’s Readjustment Act of 1944, as amended: 
Provided, That (1) no mortgage may be purchased at a price exceed- 
ing 100 per centum of the unpaid principal amount thereof at the 
time of purchase, with adjustments for interest and any comparable 
items; (2) the Association may not purchase any mortgage if it is 
offered by, or covers property held by, a Federal, State, territorial, or 
municipal instrumentality except that a mortgage may be purchased by 
the Association if rt is offered by a bank which is a wholly owned State 
instrumentality; and (3) the Association may not purchase any mort- 
gage, except a mortgage insured under section 220 or 803 or a mortgage 
covering property located in Alaska, Guam, or Hawaii, if the original 

rincipal obligation thereof exceeds or exceeded $15,000 for each 
amily residence or dwelling unit covered by the mortgage: Provided, 
That with respect to mortgages purchased under section 304 the principal 
obligation shall not exceed $20,000. 


CAPITALIZATION 


Sec. 303. (a) The Association shall have nonvoting common stock; 
and initially shall also have nonvoting preferred stock to which the 
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Secretary of the Treasury shall subscribe as provided in subsections 
(d) and (e) of this section. All stock of the Association shall have a 
par value of $100 per share, and shall not be transferable except on the 
books of the Association. At the option of the Association all such 
stocks shall be retirable at par value at any time, except that retire- 
ments of common stock shall not be made if, as a consequence, the 
amount thereof remaining outstanding would be less than $100,000,000. 
With respect to the preferred stock held by him, the Secretary of the 
Treasury shall be entitled to cumulative dividends for each fiscal year 
or portion thereof, from the date or dates the capital represented by 
such preferred stock is initially utilized until such preferred stock is 
retired, at rates determined by him at the beginning of each such fiscal 
year, taking into consideration the current average interest rate on 
outstanding marketable obligations of the United States as of the last 
day of the preceding fiscal year. The Secretary of the Treasury shall 
permit the retirement of the preferred stock held by him in the 
manner provided in this section. Funds of the capital surplus and 
the general surplus accounts of the Association shall be available to 
retire the preferred stock held by the Secretary of the Treasury as 
rapidly as the Association shall deem feasible. Concurrently with 
the retirement of the last of such outstanding shares of preferred 
stock, the Association shall pay to the Secretary of the Treasury for 
covering into miscellaneous receipts an amount equal to that part of 
the general surplus and reserves of the Association (other than reserves 
established to provide for any depreciation in value of its assets, 
including mortgages) which shall be deemed to have been earned 
through the use of the capital represented by the shares held by him 
from time to time. The amount of such payment shall be deter- 
mined by applying to such surplus and reserves that percentage which 
is equivalent to the proportion borne by the employed capital repre- 
sented by the Seeretary’s stock to the total employed capital of the 
Association, computed monthly for the period from the cutoff date 
determined pursuant to section 303(d) of this title to the aforesaid 
retirement of the last of the outstanding shares of preferred stock of 
the Association. 

(b). The Association shall accumulate funds for its capital surplus 
account from private sources by requiring each mortgage seller to make 
payments of nonrefundable capital contributions, equal to not more 
than 2 per centum nor less than 1 per centum of the unpaid principal 
amounts of mortgages purchased or to be purchased by the Associa- 
tion from such seller under section 304, as determined from time to 
time by the Association, taking into consideration conditions in the 
mortgage market and the general economy. In addition, the Associa- 
tion may impose charges or fees for its services with the objective 
that all costs and expenses of its operations should be within its 
income derived from such operations and that such operations should 
be fully self-supporting. All earnings from the operations of the Asso- 
ciation shall annually be transferred to its general surplus account. At 
any time, funds of the general surplus account may, in the discretion of 
the board of directors, be transferred to reserves. All dividends shall 
be charged against the general surplus account. This subsection (b) 
shall be subject to the exceptions set forth in section 307 of this title. 

(c) The Association shall issue, from time to time, to each mortgage 
seller its common stock (only in denominations of $100 or multiples 
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thereof) evidencing any capital contributions made by such seller 
pursuant to subsection (b) of this section. Such dividends as may be 
declared by the board of directors in its discretion shall be paid by the 
Association to the holders of its common stock, but in any one fiscal 
year the general surplus account of the Association shall not be reduced 
through the payment of dividends applicable to such common stock 
which exceed in the aggregate 5 per centum of the par value of the 
outstanding common stock of the Association: Provided, That pending 
the retirement of all the outstanding preferred stock of the Association 
such percentage with respect to any one fiscal year shall not exceed 
the percentage rate of the cumulative dividend applicable to the 
preferred stock of the Association for that fiscal year. 

(d) Within ninety days following the effective date of the Housing 
Act of 1954, as of the day following a cutoff date to be determined by 
the Association, the Association is authorized and directed to issue 
and deliver to the Secretary of the Treasury, and the Secretary of the 
Treasury is authorized and directed to accept, preferred stock of the 
Association having an aggregate par value equal to the sum of (1) the 
amount of $21,000,000 (being the amount of the original subscription 
for capital stock of $20,000,000 and paid-in surplus of $1,000,000 of 
the Association) and (2) an amount equal to the Association’s sur- 
plus, surplus feserves, and undistributed earnings, computed as of the 
‘close of the cutoff date. In addition to the preferred stock provided 
for in the first sentence of this subsection, the Association is authorized 
and directed to issue and deliver to the Secretary of the Treasury, and 
the Secretary of the Treasury is authorized and directed to accept, 
preferred‘stock of the Association having an aggregate par value equal 
to $115,000,000. 

(e) The preferred stock of the Association delivered to the Secre- 
tary of the Teesiity pursuant to the first sentence of subsection (d) of 
this section shall be in exchange for (1) the note or notes evidencing 
the aforesaid original $21,000,000 (upon which the accrued interest 
shall have been paid through the cutoff date referred to in subsection 
(d) of this section), and (2) the release to the Association of any and 
all rights or claims which the United States might otherwise have or 
claim in and to the Association’s capital, surplus, surplus reserves, 
and undistributed earnings, computed as of the close of the aforesaid 
cutoff date. The preferred stock of the Association delivered to the 
Secretary of the Treasury pursuant to the second sentence of subsec- 
tion (d) of this section shall be in exchange for a note or notes of the 
Association, aggregating $115,000,000 in principal amount (and upon 
which the accrued interest shall have been paid through the date of 
delivery), held by the Secretary of the Treasury pursuant to the au- 
thority contained in section 304(c). 

(f) Notwithstanding any other provision of law, any institution, 
including a national bank or State member bank of the Federal Re- 
serve System or any member of the Federal Deposit Insurance Cor- 
poration, trust company, or other banking organization, organized 
under any law of the United States, including the laws relating to the 
District of Columbia, shall be authorized to make payments to the 
Association of the nonrefundable capital contributions referred to in 
subsection (b) of this section to receive stock of the Association 
evidencing such capital contributions, and to hold or dispose of such 
stock, subject to the provisions of this title. 
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(g) As promptly as practicable after all of the preferred stock of the 
Association held by the Secretary of the Treasury has been retired, 
the Housing and Home Finance Administrator shall transmit to the 
President for submission to the Congress recommendations for such 
legislation as may be necessary or desirable to make appropriate 
provisions to transfer to the owners of the outstanding common stock 
of the Association the assets and liabilities of the Association in 
connection with. end the control and management of, the secondary 
market operations of the Association under section 304 of this title 
in order that such operations may thereafter be carried out by a 
privately owned and privately financed corporation. 


SECONDARY MARKET OPERATIONS 


Sec. 304. (a) To carry out the purposes set forth in paragraph (a) 
of section 301, the operations of the Association under this section 
shall be confined, so far as practicable, to mortgages which are deemed 
by the Association to be of such quality, type, and class as to meet, 
generally, the purchase standards imposed by private institutional 
mortgage investors and the Association shall not purchase any 
mortgage insured or guaranteed prior to the effective date of the 
Housing Act of 1954. In the interest of assuring sound operation, the 
prices to be paid by the Association for mortgages purchased in its 
secondary market operations under this section, should be established, 
from time to time, within the range of market prices for the particular 
class of mortgages involved, as determined by the Association. The 
volume of the Association’s purchases and sales, and the establishment 
of the purchase prices, sale prices, and charges or fees, in its secondary 
market operations under this section, should be determined by the 
Association from time to time, and such determinations should be 
consistent with the objectives that such purchases and sales should be 
effected only at such prices and on such terms as will reasonably pre- 
vent excessive use of the Association’s facilities, and that the operations 
of the Association under this section should be within its income 
derived from such operations and that such operations should be 
fully self-supporting. Notwithstanding any other provision of this sec- 
tion, advance commitments to purchase mortgages in secondary 
market operations under this section shall be issued only at prices 
which are sufficient to facilitate advance planning of home construc- 
tion, but which are sufficiently below the price then offered by the 
Association for immediate purchase to prevent excessive sales to the 
Association pursuant to such commitments. 

(b) For the purposes of this section, the Association is authorized 
to issue, upon the approval of the Secretary of the Treasury, and 
have outstanding at any one time obligations having such maturities 
and bearing such rate or rates of interest as may be determined by 
the Association with the approval of the Secretary of the Treasury, 
to be redeemable at the option of the Association before maturity in 
such manner as may be stipulated in such obligations; but the aggre- 
gate amount of obligations of the Association under this subsection 
outstanding at any one time shall not exceed ten times the sum of its 
capital, capital surplus, general surplus, reserves, and undistributed 
earnings, and in no event shall any such obligations be issued if, at 
the time of such proposed issuance, and as a consequence thereof, the 
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resulting aggregate amount of its outstanding obligations under this 
subsection Seal exceed the amount of the Association’s ownership 
pursuant to this section, free from any liens or encumbrances, of cash, 
mortgages, [and bonds or other obligations of, or bonds or other 
obligations guaranteed as to principal and interest by, the United 
States] and obligations of the United States or quaranteed thereby, or 

‘ederal Intermediate Credit Bank debentures, Federal Home Loan Bank 
notes, Federal Land Bank bonds, and Banks for Cooperatives debentures. 
The Association shall insert appropriate language in all of its obliga- 
tions issued under this subsection clearly indicating that such obliga- 
tions, together with the interest thereon, are not guaranteed by the 
United States and do not constitute a debt or obligation of the United 
States or of any agency or instrumentality thereof other than the 
Association. The Association is authorized to purchase in the open 
market any of its obligations outstanding under this subsection at any 
time and at any price. 

* * * * * * oo 


SPECIAL ASSISTANCE FUNCTIONS 


Sec. 305. (a) To carry out the purposes set forth in paragraph (b) 
of section 301, the President, after taking into account (1) the condi- 
tions in the building industry and the national economy and (2) con- 
ditions affecting the home mortgage investment market, generally, or 
affecting various types or classifications of home mortgages, or both, 
and after determining that such action is in the public interest, may 
under this section authorize the Association, for such period of time 


and to such extent as he shall prescribe, to exercise its powers to make 

commitments to purchase and to purchase such types, classes, or cate- 

eae of home mortgage (including participations therein) as he shall 
etermine. 

(b) The operations of the Association under this section shall be 
confined, so far as practicable, to mortgages (including participa- 
tions) which are deemed by the Association to be of such quality as to 
meet, substantially and generally, the purchase standards imposed 
by private institutional mortgage investors but which, at the time 
of submission of the mortgages to the Association for purchase, are 
not necessarily readily acceptable to such investors. Notwithstand- 
ing any other provision of this section, the price to be paid by the 
Association for mortgages purchased in its operations under this sec- 
tion, until the close of August 7, [1958] 1960, shall be not less than the 
unpaid principal amount thereof at the time of purchase, with adjust- 
ments for interest and any comparable items. The Association shall 
impose charges or fees for its services under this section, in an amount 
not to exceed 1% per centum of the unpaid principal amount of any 
mortgage for its commitment and its purchase of such mortgage, with 
the objective that all costs and expenses of its operations under this 
section should be within its income derived from such operations and 
that such operations should be fully self-supporting. Not more than 
one-half of the charges of fees imposed under the preceding sentence 
with respect to any mortgage shall be collected at the time of the 
issuance of the commitment with respect to such mortgage, and the 
balance of such charge or fee shall be collected at the time of the 
purchase of the mortgage. 
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(c) The total amount of purchases and commitments authorized 
by the President pursuant to subsection (a) of this section shall not 
exceed $950,000,000 outstanding at any one time. 

(d) The Association may issue to the Secretary of the Treasury its 
obligations in an amount outstanding at any one time sufficient to 
enable the Association to carry out its functions under this section, 
such obligations to mature not more than five years from their respec- 
tive dates of issue, to be redeemable at the option of the Association 
before maturity in such manner as may be stipulated in such obliga- 
tions. Each such obligation shall bear interest at a rate determined 
by the Secretary of the Treasury, taking into consideration the cur- 
rent average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the issuance of the 
obligation of the Association The Secretary of the Treasury is author- 
ized to purchase any obligations of the Association to be issued under 
this section, and for such purpose the Secretary of the Treasury is 
authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as 
now or hereafter in force, and the purposes for which securities may 
be issued under the Second Liberty Bond Act, as now or hereafter 
in foree, are extended to include any purchases of the Association’s 
obligations hereunder. 

(e) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to enter into advance commitment contracts and 
purchase transactions which do not exceed $200,000,000 outstanding 
at any one time if such commitments or transactions relate to mort- 
gages with respect to which the Federal Housing Commissioner shall 
have issued pursuant to section 213 either a commitment to insure or 
a statement of eligibility; but such commitments in any one State 
shall not exceed $20,000,000 outstanding at any one time: Provided, 
That (1) of the total amount of advance commitment contracts and 
purchase transactions authorized by this subsection, the amount of 
$50,000,000 shall be available solely for commitments or purchases of 
mortgages where the management or sales-type cooperative involved 
is certified by the Federal Housing Commissioner as a consumer 
cooperative, and (2) of the commitments in any one State, not more 
than $15,000,000 shall be outstanding at any one time for mortgages 
with respect to cooperative projects which are not of the type described 
in clause (1) of this proviso. 

(f) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to make commitments to purchase and to purchase, 
service, or sell, any mortgage (or participation therein) which is in- 
sured under title VIII of this Act, as amended on or after August 11, 
1955: Provided, That the total amount of purchases and commit- 
ments authorized by this subsection shall not exceed $500,000,000 
outstanding at any one time: Provided further, That of the amount 
authorized in the preceding proviso not less than-$58,750,000 shall be 
available for such purchases and commitments with respect to mort- 
gages insured under section 809 or 810. 

(g) With a view to further carrying out the purposes set forth in 
section 301(b), and notwithstanding any other provision of this Act 
the Association is authorized to make commitments to purchase and 
to purchase, service, or sell any mortgages which are insured under 
title II of this Act or guaranteed under the Servicemen’s Readjust- 
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ment Act of 1944, if the original principal obligation thereof does 
not exceed $13,500: Provided, That the total amount of purchases 
and commitments authorized by this subsection shall not exceed 
$1,000,000,000 outstanding at any one time: Provided further, That 
applicants for such commitments shall be required to certify that con- 
sirvepon of the housing to be covered by the mortgages has not com- 
menced. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


Sxc. 306. (a) To carry out the purposes set forth in paragraph (c) 
of section 301, the Association is authorized and directed, as of the 
close of the cutoff date determined by the Association pursuant to 
section 303(d) of this title, to establish separate accountability for 
all of its assets and liabilities (exclusive of capital, surplus, surplus 
reserves, and undistributed earnings to be evidenced by preferred 
stock as provided in section 303(d) hereof, but inclusive of all rights 
and obligations under any outstanding contracts) and to maintain 
such separate accountability for the management and orderly liquida- 
tion of such assets and liabilities as provided in this section. 

(b) For the purposes of this section and to assure that, to the 
maximum extent, and as rapidly as possible, private financing will 
be substituted for Treasury borrowings otherwise required to carry 
mortgages held under the aforesaid separate accountability, the 
Association is authorized to issue, upon the approval of the Secretary 
of the Treasury, and have outstanding at any one time obligations 
having such maturities and bearing such rate or rates of interest as 
may be determined by the Association with the approval of the Secre- 
tary of the Treasury, to be redeemable at the option of the Association 
before maturity in such manner as may be stipulated in such obliga- 
tions; but in no event shall any such obligations be issued if, at the 
time of such proposed issuance, and as a consequence thereof, the 
resulting aggregate amount of its outstanding obligations under this 
subsection would exceed the amount of the Association’s ownership 
under the aforesaid separate accountability, free from any liens or 
encumbrances, of cash, mortgages, [and bonds or other obligations of, 
or bonds or other obligations guaranteed as to principal and interest 
by, the United States] and obligations of the United States or guaranteed 
thereby, or Federal Intermediate Credit Bank debentures, Federal Home 
Loan Bank notes, Federal Land Bank bonds, and Banks for Cooperatives 
debentures. ‘The proceeds of any private financing effected under this 
subsection shall be paid to the Secretary of the Treasury in reduction 
of the indebtedness of the Association to the Secretary of the Treasury 
under the aforesaid separate accountability. The Association shall 
insert appropriate language in all of its obligations issued under this 
subsection clearly indicating that such obligations, together with the 
interest thereon, are not guaranteed by the United States and do not 
constitute a debt or obligation of the United States or of any agency 
or instrumentality thereof other than the Association. The Associa- 
tion is authorized to purchase in the open market any of its obligations 
outstanding under this subsection at any time and at any price. 

(c) No mortgage shall be purchased by the Association in its opera- 
tions under this section except pursuant to and in accordance with 
the terms of a contract or commitment to purchase the same made 
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prior to the cutoff date provided for in section 303(d), which contract 
or commitment became a part of the aforesaid separate accounta- 
bility, and the total amount of mortgages and commitments held by 
the Association under this section shall not, in any event, exceed 
$3}350,000,000: Provided, That such maximum amount shall be pro- 
gressively reduced by the amount of cash realizations on account of 
principal of mortgages held under the aforesaid separate accountability 
and by cancellation of any commitments to purchase mortgages there- 
under, as reflected by the books of the Association, with the objective 
that the entire aforesaid maximum amount shall be eliminated with 
the orderly liquidation of all mortgages held under the aforesaid 
separate accountability: And provided further, That nothing in this 
subsection shall preclude the Association from granting such usual 
and customary increases in the amounts of outstanding commitments 
(resulting from increased costs or otherwise) as have theretofore been 
covered by like increases in commitments granted by the agencies of 
the Federal Government insuring or guaranteeing the mortgages. 
There shall be excluded from the total amounts set forth in this 
subsection the amounts of any mortgages which, subsequent to May 
31, 1954, are transferred by lotr to the Association and held under 
the aforesaid separate accountability. 

(d) The Association may issue to the Secretary of the Treasury its 
obligations in an amount outstanding at any one time sufficient to 
enable the Association to carry out its functions under this section, 
such obligations to mature not more than five years from their respec- 
tive dates of issue, to be redeemable at the option of the Association 
before maturity in such manner as may be stipulated in: such obliga- 
tions. Each such obligation shall bear interest at a rate determined 
by the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the issuance of the 
obligation of the Association. The Secretary of the Treasury is author- 
ized to purchase any obligations of the Association to be issued under 
this section, and for such purpose the Secretary of the Treasury is 
authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as 
now or hereafter in force, and the purposes for which securities may 
be issued under the Second Liberty Bond Act, as now or hereafter in 
force, are extended to include any purchases of the Association’s 
obligations hereunder. 

(e) Notwithstanding any of the provisions of this Act or of any other 
law, the Association is authorized, under the aforesaid separate account- 
ability, to make commitments to purchase and to purchase, service, or sell 
any mortgages offered to it by the Housing and Home Finance Adminis- 
trator or the Housing and Home Finance Agency, or by such Agency’s 
constituent units or agencies or the heads thereof, after such Adminis- 
trator has found the acquisition thereof by the Association to be in the 
interest of the efficient management and liquidation of the mortgages. 
There shall be excluded from the total amounts set forth in subsection 
(c) hereof the amounts of any mortgages purchased by the Association 
pursuant to this subsection. 

* * * * o* 


* * 
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INVESTMENT OF FUNDS 

















Sec. 310. Moneys of the Association not invested in mortgages 
or in operating facilities shall be kept in cash on hand or on deposit, 
or invested [in bonds or other obligations of, or in bonds or other 
obligations guaranteed as to principal and interest by, the United 
States] in obligations of the United States or guaranteed thereby, or in 
Federal Intermediate Credit Bank debentures, Federal Home Loan Bank 
notes, Federal Land Bank bonds, or Banks for Cooperatives debentures. 
* * 7 * x * 
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TITLE V—MISCELLANEOUS 
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* * 





PENALTIES 











Sec. 512. Notwithstanding any other provision of law, the Commis- 
sioner is authorized to refuse the benefits of participation (either 
directly as an insured lender or as a borrower, or indirectly as a builder, 
contractor, or dealer, or salesman or sales agent for a builder, con- 
tractor or dealer) under title I, I1, VI, VII, VIII, or LX of this Act to 
any person or firm (including but not limited to any individual, part- 
nership, association, trust, or corporation) if the Commissioner has 
determined that such person or firm (1) has knowingly or willfully 
violated any provision of this Act or of title III of the Servicemen’s 
Readjustment Act of 1944, as amended, or of any regulation issued by 
the Commissioner under this Act or by the Administrator of Veterans’ 
Affairs under said title III, or (2) has, in connection with any con- 
struction, alteration, repair or improvement work financed with 
assistance under this Act or under said title III, or in connection with 
contracts or financing relating to such work, violated any Federal or 
State penal statute, or (3) has failed materially to properly carry out 
contractual obligations with respect to the completion of construction, 
alteration, repair, or improvement work financed with assistance 
under this Act or under title III of the Servicemen’s Readjustment 
Act of 1944, as amended. Before any such determination is made 
any person or firm with respect to whom such a determination is 
proposed shall be notified in writing by the Commissioner and shall 
be entitled, upon making a written request to the Commissioner, to a 
written notice specifying charges in reasonable detail and an oppor- 
tunity to be heard and to be represented by counsel. Determinations 
made by the Commissioner under this section shall be based on the 
preponderance of the evidence. For the purposes of compliance with 
this section the Commissioner’s notice of a proposed determination under 
this section shall be considered to have been received by the interested 
person or firm if the notice is properly mailed to the last known address 
of such person or firm. 

Sec. 513. (a) ‘he Congress hereby declares that it has been its intent 
since the enactment of the National Housing Act that housing built . 
with the aid of mortgages insured under that Act is to be used princi- 
pally for residential use; and that this intent excludes the use of such 
housing for transient or hotel purposes while such insurance on the 
mortgage remains outstanding. 
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_ (b) Notwithstanding any other provisions of this Act, no new, exist- 
ing, or rehabilitated multifamily housing with respect to which a mort- 
gage is insured under this Act shall be operated for transient or hotel 
purposes unless (1) on or before May 28, 1954, the Commissioner has 
agreed in writing to the rental of all or a portion of the accommodations 
in the project for transient or hotel purposes (in which case no accom- 
modations in excess of the number so agreed to by the Commissioner 
shall be rented on such basis), or (2) the project covered by the insured 
mortgage is located in an area which the Commissioner determines to 
be a resort area, and the Commissioner finds that prior to May 28, 
1954, a portion of the accommodations in the project had been made 
available for rent for transient or hotel purposes (in which case no 
accommodations in excess of the number which had been made avail- 
able for such use shall be rented on such basis: Provided, That for a 
period of three years from the date of enactment of the Housing Act of 
1959, and notwithstanding any other provisions of this Act, the Com- 
missioner shall permit existing multifamily housing located in Alaska, 
with respect to which a mortgage is insured under this Act, to be operated 
for transient or hotel purposes if the Commissioner finds that the vacancy 
ratio in such housing has for at least one year been at least twice as high 
as the national average of vacancies in multifamily housing with respect 
to which mortgages are insured under this Act and adequate assurances 
have been given that despite the operation of such howsing for transient 
or hotel purposes preference will be given in leasing living units therein 
to permanent tenants. 

* * 


TITLE VII—INSURANCE FOR INVESTMENTS IN RENTAL 
HOUSING FOR FAMILIES OF MODERATE INCOME 


* * 





* 





* * 















AUTHORITY TO INSURE 


Sec. 701. The purpose of this title is to supplement the existing 
systems of mortgage insurance for rental housing under this Act by 
a special system of insurance designed to encourage equity investment 
in rental housing at rents within the capacity of families of moderate 
income. To effectuate this purpose, the Commissioner is authorized, 
upon application by the investor, to insure as hereinafter provided, 
and, prior to the execution of insurance contracts and upon such terms 
as the Commissioner shall prescribe, to make commitments to insure, 
the minimum annual amortization charge and an annual return on the 
outstanding investment of such investor in any project which is eligible 
for insurance as hereinafter provided in an amount (herein called the 
‘nsured annual return’’) equal to such rate of return, not exceedin 

2% per centum per annum, on such outstanding investment as shall, 
after consultation with the Secretary of the Treasury, be fixed in the 
insurance contract or in the commitment to insure: Provided, That any 
insurance contract made pursuant to this title shall expire as of the 
first day of the operating year for which the outstanding investment 
amounts to not more than 10 per centum of the established invest- 
ment[: And provided further, That the aggregate amount of contin- 
gent liabilities outstanding at any one time under insurance contracts 
and commitments to insure made pursuant to this title shall not 


exceed $1,000,000,000]. 
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TITLE VITII—ARMED SERVICES HOUSING MORTGAGE 
INSURANCE 


Sec. 801. As used in this title— 
(a) The term “mortgage’’ means a first mortgage on real estate, in 
fee simple, or on a leasehold (1) under a lease for not less than ninety- 
nine years which is renewable; or (2) under a lease for a period of not 
less than fifty years to run from the date the mortgage was executed; 
and the term “first mortgage” means such classes of first liens as are 
commonly given to secure advances on, or the unpaid purchase price of, 
real estate, under the laws of the State in which the real estate is lo- 
cated, together with the credit instruments, if any, secured thereby. 

(b) The term “mortgagee” includes the original lender under a 
mortgage, and his successors and assigns approved by the Commis- 
sioner; and the term “mortgagor” includes the original Seuveliear under 
a mortgage, his successors and assigns. 

(c) The term “maturity date’? means the date on which the mort- 
gage indebtedness would be extinguished if paid in accordance with 
periodic payments provided for in the mortgage. 

(d) The term “housing accommodations” means housing designed 
for occupancy by military personnel and their dependents, assigned 
to duty at or near the military installation where such housing units 
are constructed. 

(e) The term “personnel” shall include military and civilian per- 
sonnel approved by the Secretary of Defense, or his designee, and the 
dependents of all such personnel. 

(f) The term “military” includes Army, Navy, Marine Corps, Air 
Force, and Coast Guard. 

(g) The term “State” includes the several States, and Alaska, 
Hawaii, Puerto Rico, the District of Columbia, Guam, the Virgin 
Islands, the Canal Zone, and Midway Island.” 

Sec. 802. The Military Housing Insurance Fund created by this 
section prior to amendment thereto shall hereafter be known as the 
Armed Services Housing Mortgage Insurance Fund. General ex- 
penses of operation of the F ederal Housing Administration under this 
title (including operations with respect to mortgages insured or to be 
insured pursuant to this title prior to enactment of the Housing 
Amendments of 1955) may be charged to the Armed Services Housing 
Mortgage Insurance Fund. 

Src. 803. (a) In order to assist in relieving the acute shortage and 
urgent need for family housing which now exists at or in areas adja- 
cent to military installations because of uncertainty as to the per- 
manency of such installations and to increase the supply of necessary 
family housing accommodations for personnel at such installations, 
the Commissioner is authorized, upon application of the mortgagee, 
to insure mortgages (including advances on such mortgages durin 
construction) which are eligible for insurance as hereinafter provided, 
and, upon such terms as the Commissioner may prescribe, to make 
commitments for so insuring such mortgages prior to the date of 
their execution or disbursement thereon: Provided, That the aggregate 
amount of principal obligations of all mortgages insured under this 
title (except mortgages insured pursuant to the provisions of this title 
in effect prior to the enactment of the Housing Amendments of 1955) 
shall not exceed $2,300,000,000: And provided further, That the limi- 
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tation in section 217 of this Act shall not apply to this title: And pro- 
vided further, That no mortgage shall be insured under this title after 
June 30, [1959,] 1960, except pursuant to a commitment to insure 
issued before such date. 

(b) To be eligible for insurance under this title a mortgage shall 
meet the following conditions: 

(1) The mortgaged property shall be held by a mortgagor approved 
by the Commissioner. The Commissioner may, in his discretion, re- 
quire such mortgagor to be regulated or restricted as to capital struc- 
ture, and methods of operation. The Commissioner may make such 
contracts with, and acquire for not to exceed $100 stock or interest in, 
any such mortgagor, as the Commissioner may deem necessary to 
render effective such restriction or regulation. Such stock or interest 
shall be paid for out of the Armed Services Housing Mortgage Insur- 
ance Fund, and shall be redeemed by the mortgagor at par upon the 
termination of all obligations of the Commissioner under the insurance. 

(2) The mortgaged property shall be designed for use for residential 
purposes by personnel of the armed services and situated at or near 
a military installation, and the Secretary or his designee shall have 
certified that there is no intention, so far as can reasonably be foreseen, 
to substantially curtail the personnel assigned or to be assigned to 
such installation, and (i) shall have determined that for reasons of 
safety, security, or other essential military requirements, it is necessary 
that the personnel involved reside in public quarters (Provided, how- 
ever, That for the purposes of this subsection housing covered by a 
mortgage insured, or for which a commitment to insure has been issued, 
under section 803 prior to the enactment of the ‘Housing Amendments 
of 1955’? may be considered the.same as available quarters), and 
(ii) with the approval of the Commissioner, shall have determined 
that adequate housing is not available for such personnel at reasonable 
rentals within reasonable commuting distance of the installation and 
that the mortgaged property will not, so far as can reasonably be fore- 
seen, substanti curtail eee in existing housing covered by 
mortgages inmeaaal under this Act. The housing accommodations shall 
comply with such standards and conditions as the Commissioner may 
prescribe to establish the acceptability of such property for mortgage 
msurance, except that the certification of the Secretary of Defense 
or his designee shall (for purposes of mortgage insurance under this 
title) be conclusive evidence to the Commissioner of the existence of the 
need for such housing. However, if the Commissioner does not concur 
in the housing needs as certified by the Secretary, the Commissioner 
may require the Secretary to guarantee the Armed Services Housing 
Mortgage Insurance Fund against loss with respect to the mortgage 
covering such housing. The Commissioner shall report to the Com- 
mittees on Banking and Currency of the Senate and the House of 
Representatives each instance in which he has required the Secretary 
to guarantee the Armed Services Housing Mortgage Insurance Fund, 
with reasons therefor. There are hereby authorized to be appropriated 
such sums as may be necessary to provide for payment to meet losses 
arising from such guaranty. 

(3) The mortgage shall involve a principal obligation in an amount— 

(A) not to exceed the amount which the Commissioner esti- 
mates will be the replacement cost of the property or project when 
the proposed improvements are completed (the cost of the prop- 
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erty or project as such term is used in this paragraph may include 
the cost. of the land, the physical improvements, and utilities with- 
in the boundaries of the property or project) ; 

(B) not to exceed an average of $16,500 per family unit for such 
part of such property or project. (including ranges, refrigerators, 
shades, screens, and fixtures) as may be attributable to dwelling 
use: Provided, That the replacement cost of the property or project 
as determined by the Commissioner, including the estimated value 
of any usable utilities within the boundaries of the property or 
project where owned by the United States and not provided for 
out of the proceeds of the mortgage, shall not exceed an average 
of $16,500 per family unit: Provided further, That should the 
financing of housing to be constructed pursuant to a single invita- 
tion for bids be accomplished by two or more mortgages, the 
principal obligation of any single mortgage may exceed an average 
of $16,500 per family unit if the sum of the principal obligations 
of all mortgages for such housing does not exceed an average of 
$16,500 per family unit; and 

(C) not to exceed the bid of the eligible bidder with respect to 
the property or project under section 403 of the Housing Amend- 
ments of 1955. 

The mortgage shall provide for complete amortization by periodic pay- 
ments within such terms as the Commissioner shall prescribe, have a 
maturity not to exceed [twenty-five] thirty years, and shall bear 
interest (exclusive of premium charges for insurance) at not to exceed 
[4%] 5 per centum per annum of the amount of the principal obliga- 
tion outstanding at any time, or not to exceed such per centum per 
annum not in excess of 5% per centum as the Commissioner finds necessary 
to meet the mortgage market. The Commissioner may consent to the 
release of a part or parts of the mortgaged property from the lien of 
the mortgage upon such terms and conditions as he may prescribe 
and the mortgage may provide for such release. The property or 
project may include such nondwelling facilities as the Commissioner 
deems adequate to serve the occupants. 

(ec) The Commissioner is authorized to fix a premium charge for the 
insurance of mortgages under this title but in the case of any mortgage 
such charge shall not be less than an amount equivalent to one-half of 1 
per centum per annum nor more than an amount equivalent to 1% per 
centum per annum of the amount of the eso obligation of the 
mortgage outstanding at any time, without taking into account delin- 
quent payments or prepayments. ‘Such premium charges shall be pay- 
able by the mortgagee, either in cash, or in debentures issued by the 
Commissioner under this title at par plus accrued interest, in such 
manner as may be prescribed by the Commissioner: Provided, That 
the Commissioner may require the payment of one or more such pre- 
mium charges at the time the mortgage is insured, at such discount rate 
as he may prescribe not in excess of the interest rate specified in the 
mortgage. If the Commissioner finds, upon the presentation of a mort- 
gage for insurance and the tender of the initia premium charge and 
such other charges as the Commissioner may require, that the mortgage 
complies with the provisions of this title, such mortgage may be ac- 
cepted for insurance by endorsement or otherwise as the Commissioner 
may prescribe. In the event that the principal obligation of any 
mortgage accepted for insurance under this title i is paid in full prior 
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to the maturity date, the Commissioner is authorized to refund to the 
mortgagee for the account of the mortgagor all, or such portion as he 
shall determine to be equitable, of the current unearned premium 
charges theretofore paid. ‘The Commissioner may reduce the payment 
of premiums provided for herein. The Commissioner is further au- 
thorized to reduce the amount of premium below one-half of 1 per centum 
per annum with respect to any mortgage acquired by the Secretary of 
Defense or his designee if the mortgage is insured pursuant to the pro- 
visions of this title as in effect prior to August 11, 1955. 

(d) The failure of the mortgagor to make any payment due under 
or provided to be paid by the terms of a mortgage insured under 
this title shall be considered a default under such mortgage, and, if 
such default continues for a period of thirty days, the mortgagee shall 
be entitled to receive the benefits of the insurance as hereinafter pro- 
vided, upon assignment, transfer, and delivery to the Commissioner, 
within a period and in accordance with rules and regulations to be 
prescribed by the Commissioner of (1) all rights and interest arising 
under the mortgage so in default; (2) all claims of the mortgagee 
against the mortgagor or others, arising out of the mortgage trans- 
actions; (3) all policies of title or other insurance or surety bonds or 
other guaranties and any and all claims thereunder; (4) any balance of 
the mortgage loan not advanced to the mortgagor; (5) any cash or 
property held by the mortgagee, or to which it is entitled, as deposits 


made for the account of the mortgagor and which have not been applied 
in reduction of the principal of the mortgage indebtedness; and (6) all 
records, documents, books, papers, and accounts relating to the mort- 
gage transaction. Upon such assignment, transfer, and delivery, the 
0 


igation of the mortgagee to pay the premium charges for mortgage 
insurance shall cease, and the Ocinniiadiondt shall, subject to the cash 
adjustment provided for in subsection (e) of this section, issue to the 
mortgagee debentures having a total face value equal to the value of 
the mortgage, and a certificate of claim as hereinafter provided. For 
the purposes of this subsection, the value of the mortgage shall be deter- 
mined in accordance with rules and regulations prescribed by the Com- 
missioner, by adding to the amount of the original principal obligation 
of the mortgage which was unpaid on the date of default, the amount 
the mortgagee may have paid for (A) taxes, special assessments, and 
water rates, which are liens prior to the mortgage; (B) insurance on the 
property; and (C) reasonable expenses for the completion and preser- 
vation of the property and any mortgage insurance premiums paid after 
default; less the sum of (i) any amount received on account of the 
mortgage after such date; and (ii) any net income received by the 
ee from the property after such date. 

(e) Debentures issued under this title shall be in such form and de- 
nominations in multiples of $50, shall be subject to such terms and 
conditions, and shall include such provisions for redemption, if any, 
as may be prescribed by the Commissioner with the approval of the 
Secretary of the Treasury, and may be in coupon or registered form. 
Any difference between the value of the mortgage determined as 
herein provided and the aggregate face value of the debentures issued, 
not to exceed $50, shall be adjusted by the payment of cash by the 
Commissioner to the mortgagee from the Armed Services Housing 
Mortgage Insurance Fund. 
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(f) Debentures issued under this title shall be executed in the name 
of the Armed Services Housing Mortgage Insurance Fund as obligor, 
shall be signed by the Commissioner, by either his written or engraved 
signature, and shall be negotiable. All such debentures shall be dated 
as of the date of default as determined in accordance with subsection 
(d) of this section, and shall bear interest from such date at a rate 
established by the Commissioner pursuant to section 224, payable 
semiannually on the Ist day of January and the Ist day of July of each 
year, and shall mature twenty years after the date thereof. Such 
debentures shall be exempt, both as to principal and interest, from all 
taxation (except surtaxes, estate, inheritance, and gift taxes) now or 
hereafter imposed by any Territory, dependency, or possession of the 
United States or by the District of Columbia, or by any State, county, 
municipality, or local taxing authority. They shall be paid out of the 
Armed Services Housing Mortgage Insurance Fund, which shall be 
primarily liable therefor, and they shall be fully and unconditional 
guaranteed as to principal and interest by the United States, and suc 
guaranty shall be expressed on the face of the debentures. In the 
event the Armed Services Housing Mortgage Insurance Fund fails to 

ay upon demand, when due, the principal of or interest on any de- 
Corian so uaranteed, the Secretary of the Treasury shall pay to 
the holders the amount thereof which is hereby authorized to be ap- 

ropriated, and thereupon to the extent of the amount so paid the 
Soha of the Treasury shall succeed to all the rights of the holders 
of such debentures; 

(g) The certificate of claim issued by the Commissioner to any 
mortgagee in connection with the insurance of mortgages under this 
title shall be for an amount determined in accordance with subsections 
(e) and (f) of section 604 of this Act, except that any amount remaining 
after the payment of the full amount under the certificate of claim 
shall be retained by the Commissioner and credited to the Armed Serv- 
ices Housing Mortgage Insurance Fund. 

(h) The provisions of section 207(k) and section 207(l) of this Act 
shall be aaieabie to mortgages insured under this title and to property 
acquired by the Commissioner hereunder, except that as applied to 
such mortgages and property (1) all references in such sections to the 
“Housing Fund’ shall be construed to refer to the ‘Armed Services 
Housing Mortgage Insurance Fund”’, and (2) the reference in section 
207 (k) to “‘subsection (g)”’ shall be construed to refer to “subsection 
(d)”’ of this section. 

(i) The Commissioner shall also have power to insure under this 
title or title II any mortgage executed in connection with the sale by 
him of any property acquired under this title without regard to any 
limit one eligibility, time or aggregate amount contained in this title 
or title 

(j) Any contract of insurance executed by the Commissioner under 
this title shall be conclusive evidence of the eligibility of the mortgage 
for insurance and the validity of any contract of insurance so executed 
shall be incontestable in the hands of an approved mortgagee from the 
date of the execution of such contract, except for fraud or misrepre- 
sentation on the part of such approved. mortgagee. 

Src. 804. (a) Moneys in the Armed Services Housing Mortgage In- 
surance Fund not needed for current operations under this title shall 
be deposited with the Treasurer of the United States to the credit of the 
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Armed Services Housing Mortgage Insurance Fund, or invested in 
bonds or other obligations of, or in bonds or other obligations guaran- 
teed as to principal and interest by, the United States. The Com- 
missioner may, with the approval of the Secretary of the Treasury, 
purchase in the open market debentures issued under the provisions 
of this title. Such purchases shall be made at a price which will pro- 
vide an investment yield of not less than the yield obtainable from 
other investments authorized by this section. Debentures so pur- 
chased shall be canceled and not reissued. 

(b) Premium charges, adjusted premium charges, and appraisal and 
other fees, received on account of the insurance of any mortgage 
insured under this title, the receipts derived from any such mortgage 
or claim assigned to the Commissioner and from any property acquired 
by the Commissioner, and all earnings on the assets of the Armed 
Services Housing Mortgage Insurance Fund, shall be credited to the 
Armed Services Housing Mortgage Insurance Fund. The principal 
of and interest paid and to be paid on debentures issued in exchange 
for any mortgage or property insured under this title, cash adjustments, 
and expenses incurred in the handling of such mortgages or property 
and in the foreclosure and collection of mortgages and claims assigned 
to the Commissioner under this title, shall be charged to the Armed 
Services Housing Mortgage Insurance Fund. 

Sec. 805. Whenever the Secretary of the Army, Navy, or Air Force 
determines that it is necessary to lease any land held ‘by the United 
States on or near a military installation to effectuate the purposes of 
this title, he may lease such land upon such terms and conditions as 
will, in his opinion, best serve the national interest. The authority 
conferred by this section shall be in addition to and not in derogation 
of any other power or authority of the Secretary of the Army, Navy, 
or Air Force. 

Src. 806. The second sentence of section 214 of the National Hous- 
ing Act, as amended, relating to housing in the Territory of Alaska, 
shall not apply to mortgages insured under this title on property in 
said Territory. 

Sec. 807. The Commissioner is authorized and directed to make 
such rules and regulations as may be necessary to carry out the provi- 
sions of this title. In the performance of, and with respect to, the 
functions, powers, and duties vested in him by this title, the Com- 
missioner, notwithstanding the provisions of any other law, shall ap- 
point a Special Assistant for Armed Services Housing for Mortgage 
Insurance, and provide the Special Assistant with adequate staff, 
whose whole responsibility will be to expedite operations under this 
title and to eliminate administrative obstacles to the full utilization of 
this title under the direction and supervision of the Commissioner. 

Sec. 808. [The] Except in the case of mortgages on multifamily 
rental housing projects insured under section 810, the cost certification 
required under section 227 of this Act shall not be required with re- 
spect to mortgages insured under the provisions of this title as amended 
by the Housing Amendments of 1955. 

Sec. 809. (a) Notwithstanding any other provisions of this title and 
in addition to mortgages insured under section 803, the Commissioner 
may insure any mortgage under this section which meets the eli ibility 
requirements set forth in section 203(b) of this Act: Provided, That a 
mortgage insured under this section shal] have been executed by a 
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ee who at the time of insurance is the owner of the property 
and either occupies the property or certifies that his failure to do so 
is the result of a change in his employment by the Armed Forces or a 
contractor thereof and: to whom the Secretary or his designee has 
issued a certificate indicating that such person requires housing and is 
at the date of the certificate a civilian employee at a research or devel- 
opment installation of one of the military departments of the United 
States or a contractor thereof and is considered by such military de- 
partment to be an essential, nontemporary employee at such date. 
Such certificate shall be conclusive evidence to the Commissioner of 
the employment status of the mortgagor and of the mortgagor’s need 
for housing. 

(b) No mortgage shall be insured under this section unless the 
Secretary or his designee shall have certified to the Commissioner that 
the housing is necessary to provide adequate housing for such civilians 
employed in connection with such a research or development installa- 
tion and that there is no present intention to substantially curtail the 
number of such civilian personnel assigned or to be assigned to such 
installation. Such certification shall be conclusive evidence to the 
Commissioner of the need for such housing but if the Commissioner 
determines that insurance of mortgages on such housing is not an 
acceptable risk, he may require the Secretary to guarantee the Armed 
Services Housing Mortgage Insurance Fund from loss with respect to 
mortgages insured pursuant to this section. There are hereby author- 
ized to be appropriated such sums as may be necessary to provide for 
payment to meet losses arising from such guaranty. 

(c) The Commissioner may accept any mortgage for insurance under 
this section without regard to any requirement in any other section of 
this Act, that the project or property be economically sound or an 
acceptible risk. 

(d) Any mortgagee under a mortgage insured under this section is 
entitled to the benefits of insurance as provided in section 204(a) with 
respect to mortgages insured under section 203. 

(e) The provisions of subsections (b), (c), (d), (e), (f), (g), (bh), 
Cand (j)] (7) and (k) of section 204 shall apply to mortgages insured 
under this section except that as applicable to those mortgages: (1) 
all references to the ‘‘Fund” or ‘“Mutual Mortgage Insurance Fund” 
shall refer to the ‘‘Armed Services Housing Mortgage Insurance 
Fund” and (2) all references to section 203 shall refer to this section. 

(f) The provisions of sections 801, 802, 803(c), 803(i), 803(), 
804(a), 804(b), and 807 and the provisions of section 803(a) relating 
to the aggregate amount of all mortgages insured and the expiration 
date of the Commissioner’s authority to insure under this title, shall 
be applicable to mortgages insured under this section. 

Sre. 810. (a) Notwithstanding any other provision of this title, the 
Commissioner may insure and make commitments to insure any mortgage 
ai ~ os section which meets the eligibility requirements hereinafter 
set forth. 

(6) No mortgage shall be insured under this section unless the Secretary 
of Defense or his designee shall have certified to the Commissioner that 
(1) the housing which is covered by the insured mortgage is necessary in 
the interest of national defense rn order to provide adequate housing for 
military personnel and essential civilian personnel serving or employed 
in connection with an installation of one of the armed services of the 
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United States, (2) there is no present intention to curtail substantially 
the number of such personnel assigned or to be assigned to the installation. 
(3) adequate housing is not available for such personnel at reasonable 
rentals within reasonable commuting distance of such installation, and 
(4) the mortgaged property will not so far as can be reasonably foreseen 
substantially curtail ocewpancy in any existing housing in the vicinity 
of the installation if such housing is covered by mortgages insured under 
this Act. Any such certificate issued by the Secretary of Defense or his 
designee shall be conclusive evidence to the Commissioner of the eligibility 
of the mortgage for insurance in accordance with the requirements of this 
subsection: Provided, That the Secretary of Defense or his designee shall 
not issue certificates with respect to more than five thousand dwelling units 
to be constructed under the authority of this section. 

(c) The Commissioner may accept any mortgage for insurance under 
this section without regard to any requirement in any other section of this 
Act that the property or project be economically sound. 

(d) The Commissioner shall require each project covered by a mortgage 
insured under this section to be held for rental for a period of not less than 
Jive years after the project or dwelling is made available for initial occu- 
pancy or until advised by the Secretary of Defense or his designee that 
the housing may be released from such rental condition. Priority in the 
sale or rental of dwellings covered by a mortgage insured under this 
section shall be required and given to military personnel and essential 
civilian employees of the armed services, and employees of contractors for 
the armed services, as evidenced by certification issued by the Secretary 
of Defense or his designee. Such certificate shall be conclusive evidence 
to the Commissioner of the employment status of the person requiring 
housing and of such person’s need for the housing. 

(e) For the purpose of providing multifamily rental housing projects 
or housing projects consisting of individual single family dwellings for 
sale, the Commissioner is authorized to insure mortgages (including ad- 
vances on such mortgages during construction) which cover property held 
by (1) Federal or State instrumentalities, municipal corporate instru- 
mentalities of one or more States, or limited dividend or redevelopment or 
housing corporations restricted by Federal or State laws or regulations of 
State banking or insurance departments as to rents, charges, capital 
structure, rate of return, or methods of operation, or (2) private corpora- 
tions, associations, cooperative societies, or trusts. Any such mortgagor 
shall possess powers necessary therefor and incidental thereto and shall 
until the termination of all obligations of the Commissioner under such 
insurance be regulated or restricted as to rents or sales, charges, capital 
structure, rate of return, and methods of operation to such extent and in 
such manner as to provide reasonable rentals to tenants and a reasonable 
return on the investment. The Commissioner may make such contracts 
with, and acquire for not to exceed $100 such stock or interest in, any such 
corporation, association, cooperative society, or trust as he may deem 
necessary to render effective such restriction or regulation. Such stock 
or interest shall be paid out of the Armed Services Housing Mortgage 
Insurance Fund, and shall be redeemed by the corporation, association, 
cooperative society, or trust at par upon the termination of all obligations 
of the Commissioner under the insurance. 

Y To be eligible for insurance under this section, a mortgage on any 
multifamily rental property or project shall involve a principal obligation 
an an amount (1) not to exceed $12,500,000 or, if executed by a mortgagor 
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coming within the provisions of subsection (e) (1) of this section, not to 
exceed $50,000,000, or (2) not to exceed, for such part of such property or 
project as may be attributable to dwelling use, $2,500 per room (or 
$9,000 per family unit if the number of rooms in such property or project 
is less than four per family wnit), and not to exceed 90 per centum of the 
estimated value of the property or project when the proposed | aa cter 
improvements are comp ted: Provided, That as to projects which consist 
of elevator-type structures and to compensate for the higher costs inct- 

t to the construction of elevator-type structures of sound standards of 
construction and design, the Commissioner may, in his discretion, 
increase the aforesaid dollar amount limitations per room or per i 
unit (as may be applicable to the particular case) within the following 
limits: (i) $2,500 per room to not to exceed $3,000; (ii) $9,000 per family 
unit to not to exceed $9,400; except that the Commissioner may, by 
regulation increase any of the foregoing dollar amount limitations per 
room contained in this paragraph by not to exceed $1,000 per room in 
any geographical area where he finds that cost levels so require. 

(9g) To be eligible for insurance under this section, a mortgage on any 
property or project constructed for eventual sale of single family dwellings 
shall involve a principal obligation in an amount not to exceed $12,500,000 
and not to exceed a sum computed on the basis of a separate mortgage for 
each single family dwelling (irrespective of whether such dwelling has a 
party wall or is otherwise physically connected with another dwelling or 
dwellings) comprising the property or project equal to the total of each 
of the maximum aHedioal obligations of such mortgages which would 


meet the requirements of section 203 (b) (2) of this Act, if the mortgagor 
were the owner and occupant who had made the required payment on 


account of the property prescribed in such paragraph. 

(h) Any mortgage insured under this section shall provide for complete 
amortization by periodic payments within such terms as the Commis- 
stoner may prescribe but not to exceed the maximum term applicable to 
mortgages under section 207 of this Act and shall bear interest (exclusive 
of premium charges for insurance) at not to exceed the rate applicable to 
mortgages insured under section 207, except that individual mortgages 
of the character described in subsection (g) covering the individual dwell- 
ings in the. project may have a term not in excess of the maximum term 
applicable to mortgages insured under section 203 of this Act: er the 
unexpired term of the project mortgage at the time of the release of the 
mortgaged property from such. project mortgage, whichever is the. greater, 
and shall bear interest at not to exceed the rate applicable to mortgages 
insured under section 203. The Commissioner may consent to the 
release of a part or parts of the mortgaged property from the lien of the 
mortgage upon such terms and conditions as he may prescribe and the 
mortgage may provide for such release, and a mortgage of the character 
described in subsection (g) of this section may provide that, at any time 
after the release of the project from the rental period prescribed by sub- 
section (d) such mortgage may be replaced, in whole or in part, by indi- 
vidual mortgages covering each individual dwelling in the project in 
amounts not to exceed the unpaid balance of the blanket mortgage allocable 
to the individual property. Each such individual mortgage may be 
insured under this section. Property covered by a mortgage insured 
under this section may include eight or more family units and may 
include such commercial and community facilities as the. Commissioner 
deems adequate to serve the occupants. 
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(i) The provisions of subsections (d), (e), (g), (h), (2), (9), (k), (D, (m), 
(n), and (p) of section 207 of this title shall be neniadhe to mortgages 
insured under this section except individual mortgages of the character 
described in subsection (g) of this section covering the endividual dwellings 
an the project, and as to such individual mortgages the provisions of sub- 
sections (a), (c), (d), (e), (f), (g), (h), and (9) of section 204 shall be 
applicable: Provided, That wherever the words ‘‘Fund,” ‘“‘Mutual Mort- 
gage Insurance Fund,” or ‘Housing Insurance Fund” appear in section 
204 or 207, all such seme shall refer to the Armed Services Housing 
Mortgage Insurance Fund with respect to mortgages insured under this 
section. 

(j) The provisions of sections 801, 802, 808(c), 808(i), 803(9), 
804(a), 804(b), and 807 and the provisions of section 808(a) relating 
to the aggregate amount of all mortgages insured and the expiration date 
of the Commissioner’s authority to insure under this title shall be appli- 
cable to mortgages insured under this section. 

(k) If the Commissioner determines that insurance of mortgages on 
any housing of the type described in this section is not an acceptable risk, 
he may require the Secretary of Defense to guarantee the Armed Services 
Housing Mortgage Insurance Fund from loss with respect to mortgages 
insured pursuant to this section. There are hereby authorized to be 
appropriated such sums as may be necessary to provide for payment to 
meet losses arising from such guaranty. 


HOUSING ACT OF 1949, AS AMENDED 


* * * * * * * 


TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 
URBAN RENEWAL FUND 


Sec. 100. The authorizations, funds, and appropriations available 
ursuant to sections 102 and 103 hereof shall constitute a fund, to be 
nown as the “Urban Renewal Fund”’, and shall be available for ad- 

vances, loans, and [capital] grants to local public agencies [for urban 
renewal projects] in accordance with the provisions of this title, and 
all contracts, obligations, assets, and liabilities existing under or pur- 
suant to said sections prior to the enactment of the Housing Act of 
1954 are hereby transferred to said Fund. 


LOCAL RESPONSIBILITIES 


Sec. 101. (a) In entering into any contract for advances for sur- 
veys, plans, and other preliminary work for projects under this title 
or for grants pursuant to subsection (c) of section 103 hereof, the Admin- 
istrator abut give consideration to the extent to which appropriate 
local public bodies have undertaken positive programs (through the 
adoption, modernization, administration, and enforcement of housing, 
zoning, building and other local laws, codes and regulations relating to 
land use and adequate standards of health, sanitation, and safety for 
buildings, including the use and occupancy of dwellings) for (1) 

venting the spread or recurrence in the community of slums and 
lighted areas, and (2) encouraging housing cost reductions through 
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the use of appropriate new materials, techniques, and methods in land 
and residential planning, design, and construction, the increase of 
efficiency in residential construction, and the elimination of restrictive 
practices which unnecessarily increase housing costs. 

(b) In the administration of this title, the Administrator shall 
encourage the operations of such local public agencies as are estab- 
lished on a State, or regional (within a State), or unified metropoli- 
tan basis or as are established on such other basis as permits such 
agencies to contribute effectively toward the solution of community 
development or redevelopment problems on a State, or regional 
(within a State), or unified metropolitan basis. The Administrator 
shall particularly encourage the utilization of local public agencies estab- 
lished by the States to operate on a statewide basis in behalf of smaller 
communities within the State, whenever that arrangement provides an 
effective solution to community development or redevelopment problems 
in such communities, and is approved by resolution or ordinance of the 
governing bodies of the affected communities. 

(c) No contract shall be entered into for any loan or capital grant 
under this title, or for annual contributions or capital grants pursuant 
to the United States Housing Act of 1937, as amended, for any proj- 
ect or projects not constructed or covered by a contract for annual 
contributions prior to August 1, 1956, and no mortgage shall be in- 
sured, and no commitment to insure a mortgage shall be issued, under 
section 220 or 221 of the National Housing Act, as amended, unless 
(1) there is presented to the Administrator by the locality a workable 
program (which shall include an official plan of action, as it exists 
from time to time, for effectively dealing with the problem of urban 
slums and blight within the community and for the establishment and 
preservation of a well-planned community with well-organized resi- 
dential neighborhoods of decent homes and suitable living environ- 
ment for adequate family life) for utilizing appropriate private and 
public resources to eliminate, and prevent the development or spread 
of, slums and urban blight, to encourage needed urban rehabilitation, 
to provide for the redevelopment of blighted, deteriorated, or slum 
areas, or to undertake such of the aforesaid activities or other feasible 
community activities as may be suitably employed to achieve the ob- 
jectives of such a program, and (2) on the basis of his review of 
such program, the Administrator determines that such program meets 
the requirements of this subsection and certifies to the constituent 
agencies affected that the Federal assistance may be made available 
in such community: Provided, That this sentence shall not apply to 
the insurance of, or commitment to insure, a mortgage under section 
220 of the National Housing Act, as amended, if the mortgaged prop- 
erty is in an area referred to in clause (A) (i) of paragraph (1) of 
section 220 (d), or under section 221 of the National Housing Act, 
as amended, [if the mortgaged property is in a community referred 
to in clause (2) of section 221 (a) of said Act] af the morigaged prop- 
erty is in an area described in clause (3) of section 221 (a) ef, sard 
Act, or in @ community referred to in clause (2) (B) of said section: 
And provided further, That, notwithstanding any other provisions 
of law which would authorize such delegation or transfer, there shall 
not be delegated or transferred to any other official (except an officer 
or employee of the Housing and Home Finance Agency serving as 
Acting Administrator during the absence or disability of the Ad- 
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ministrator or in the event of a vacancy in that office) the final au- 
thority vested in the Administrator (i) to determine whether any 
such workable program meets the requirements of this subsection, (11) 
to make the certification that Federal assistance of the types enum- 
erated in this subsection may be made available in such community, 
(iii) to make the certifications as to the maximum number of dwelling 
units needed for the relocation of families to be displaced as a result 
of governmental action [in a community] and who would be eligible 
to rent or purchase dwelling accommodations in properties covered 
by mortgage insurance under section 221 of the National Housing Act, 
as amended, or (iv) to determine that the relocation requirements of 
section 105 (c) of this title have been met. 
* * Y * * + + 


LOANS 


Src. 102. (a) To assist local communities in the elimination of 
slums and blighted or deteriorated or deteriorating areas, in prevent- 
ing the spread of slums, blight or deterioration, and in providin 
maximum opportunity for the redevelopment, rehabilitation, an 
conservation of such areas by private enterprise, the Administrator 
may make temporary and definitive Joans to local public agencies in 
accordance with the provisions of this title for the undertaking of 
urban renewal projects. Such loans (outstanding at any one time) 
shall be in such amounts not exceeding the estimated expenditures to 
be made by the local public agency [[as part of the gross project cost] 
for such purposes, bear interest at such rate (not less than the applicable 
going Federal rate), be secured in such manner, and be repaid within 
such period (not exceeding, in the case of definitive loans, forty years 
from the date of the bonds or other obligations evidencing such loans), 
as may be deemed advisable by the Administrator. In any case where, 
in connection with its undertaking and carrying out of an urban renewal 
project, a local public agency is authorized (prior to the approval by the 
local governing body of the urban renewal plan for such project) to 
acquire real property in the urban renewal area and to demolish and 
remove from any real property so acquired any buildings or structures 
located thereon, the Administrator, notwithstanding any other provision 
of this title, may make a temporary loan or loans to such local public 
agency to finance the acquisition of such real property and the demolition 
and removal of any buildings or structures located thereon: Provided, 
That no contract for any temporary loan for such purpose shall be made 
unless the governing body of the locality involved shall by resolution or 
ordinance have approved the undertaking by the local public agency of 
the acquisition of real property in the urban renewal area and the demo- 
lition and removal of buildings or structures located on real property so 
acquired: And provided further, That, in any such case, the local public 
agency shall not dispose of any real property so acquired until the urban 
renewal plan for the project shall have been approved by the local govern- 
ing body of the locality involved and any contract for any such temporary 
loan shall so prowde. 

* (c) Loans made pursuant to subsection (a) or (b) hereof may be 
made subject to the condition that, if at any time or times or for any 
period or periods during the life of the loan contract the local public 
agency can obtain loan funds from sources other than the Federal 
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Government at interest rates lower than provided in the loan contract, 
it may do so with the consent of the Administrator at such times and 
for such periods without waiving or surrendering any rights to loan 
funds under the contract for the remainder of the life of such contract, 
and, in any such case, the Administrator is authorized to consent to 
a pledge by the local public agency of the loan contract, and any or 
all of its rights thereunder, as security for the repayment of the prin- 
cipal of and the interest on the loan funds so obtained from other 
sources. 
* * * * * * * 


{(e) To obtain funds for loans under this title, the Administrator, 
on and after July 1, 1949, may, with the approval of the President, 
issue and have outstanding at any one time notes and obligations for 
purchase by the Secretary of the Treasury in an amount not to exceed 
$25,000,000, which limit on such outstanding amount shall be in- 
creased by $225,000,000 on July 1, 1950, and by further amounts of 
$250,000,000 on July 1 in each of the years 1951, 1952, and 1953, 
respectively: Provided, That (subject to the total authorization of not 
to exceed $1,000,000,000) such limit, and any such authorized increase 
therein, may be increased, at any time or times, by additional amounts 
aggregating not more than $250,000,000 upon a determination by the 
President, after receiving advice from the Council of Economic 
Advisers as to the general effect of such increase upon the conditions 
in the building industry and upon the national economy, that such 
action is in the public interest.] 

(e) The total amount of loan contracts outstanding at any one time 
under this title shall not exceed the aggregate of the estimsted expenditures 
to be made by local public agencies as part of the gross project cost of the 

ojects assisted by such contracts. To obtain funds for advance and 

an disbursements under this title, the Administrator may issue and 
have outstanding at any one time notes and obligations for purchase by 
the Secretary of the Treasury in an amount which shall not, unless auth- 
orized by the President, exceed $1,000,000,000. For the purpose of 
establishing unpaid obligations as of a given date against the authorization 
contained in the preceding sentence, the Administrator shall estimate the 
maximum amount to be required to be borrowed from the Treasury and 
outstanding at any one time with respect to loan commitments in effect 
on such date. 

Sec. 103. (a) The Administrator may make [capital] grants to local 
public agencies in accordance with the provisions of this title for urban 
renewal projects: Provided, That. the Administrator shall not make 
any contract for capital grant with respect to a project which con- 
sists of open land. The aggregate of such capital grants with respect 
to all the projects of a local public agency on which contracts for 
capital grants have been made under this title, exclusive of projects 
referred to in the proviso hereto, shall not exceed two-thirds of the 
aggregate of the net project costs of such nonexcluded projects: Pro- 
vided, That the aggregate of such capital grants may exceed two-thirds 
but not three-fourths of the aggregate net project costs of those proj- 
ects which the Administrator, at the request of a local public agency, 
may approve on such a three-fourths capital grant basis. A capital 

ant with respect to any individual project shall not exceed the 

ifference between the net project cost and the local grants-in-aid 
actually made with respect to the project. 
36878—59——10 
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(b) [The Administrator, on and after July 1, 1949, may, with the 
approval of the President, contract to make capital grants, with re- 
spect to projects assisted under this title, aggregating not to exceed 
$900,000,000, which limit shall be increased by $350,000,000 on the 
date of enactment of the Housing Act of 1957: Provided, That such 
limit, and any such authorized increase therein, may be increased, at 
any time or times, by additional amounts aggregating not more than 
$100,000,000 upon a determination by the President, after receiving 
advice from the Council of Economic Advisers as to the general effect 
of such increase upon the conditions in the building industry and upon 
the national economy, that such action is in the public interest.] The 
Administrator, on and after July 1, 1949, may, with the approval of the 
President, contract to make capital grants, with respect to projects assisted 
under this title, and to make grants pursuant to subsection (c) of this 
section, aggregating not to exceed $1,350,000,000, which limit shall be 
increased by $350,000,000 on the date of enactment of the Housing 
Act of 1959, and by $350,000,000 on July 1 in each of the years 1959 
through 1963; except that such limit, and any such authorized inerease 
therein, shall be increased, at any time or times, by additional amounts 
aggregating not more than $150,000,000 if such action is necessary to 
meet the needs of pending bona fide applications on file with the Admin- 
istrator: Provided, That the amount of capital grants contracted for 
under this title prior to July 1, 1964, shall not exceed an aggregate of 
$3,450,000,000. The faith of the United States is solemnly pledged 
to the payment of all [capital] grants contracted for under this title, 
and there are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, the amounts necessary 
to provide for such payments: Provided, That any amounts so appro- 
priated shall also be available for repaying to the Secretary of the Treasury, 
for application to notes of the Administrator, the principal amounts of 
any funds advanced to local public agencies under this title which the 
Administrator determines to be uncollectible because of the termination of 
activities for which such advances were made, together with the interest 
paid or accrued to the Secretary (as determined by him) attributable to 
notes given by the Administrator in connection with such advances, but 
all such repayments shall constitute a charge against the authorization to 
make contracts for capital grants contained in this section: Provided 
further, That no such determination of the Administrator shall be con- 
— to prejudice the rights of the United States with respect to any such 

vance. 

(ec) The Administrator may contract to make grants for the preparation 
or completion of community renewal programs, which may elude, 
without being limited to, (i) the identification of slum areas or blighted, 
deteriorated, or deteriorating areas in the community, (vi) the measure- 
ment of the nature and degree of blight and blighting factors within such 
areas, (iti) determination of the financial, relocation, and other resources 
needed and available to renew such areas, (iv) the identification of poten- 
tial project areas and, where feasible, types of urban renewal action 
contemplated within such areas, and (v) scheduling or programing of urban 
renewal activities. Such programs shall conform, in the determination 
of the governing body of the locality, to the general plan of the locality 
as a whole. The Administrator may establish reasonable requirements 
respecting the scope and content of such programs. No contract for a 
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grant pursuant to this subsection shall be made, unless the governing 
body of the locality involved has approved the preparation or completion 
of the community renewal program, and the submission by the local public 
agency of an application for such a grant. Notwithstanding section 
110(h) or the use in any other provision of this title of the term “local 
public agency” or ‘“‘local public agencies”, the Administrator may make 
grants pursuant to this subsection for the preparation or completion 
of a community renewal program to a single local public body authorized 
to perform the planning work necessary to such preparation or comple- 
tion. No grant made pursuant to this subsection shall exceed two-thirds 
of the cost (as such cost 1s determined or estimated by the Administrator) 
of the preparation or completion of the community renewal program for 
which such grant is made. 


* * * * * * . 



















LOCAL DETERMINATIONS 


Sec. 105. Contracts for loans or capital grants shall be made only 
with a duly authorized local public agency and shall require that— 
+ * 


* * * * * 


(b) When real property acquired or held by the local public agency 
in connection with the project is sold or leased, the purchasers or 
lessees and their assignees shall be obligated (i) to devote such prop- 
erty to the uses specified in the urban renewal plan for the project 
area; (ii) to begin within a reasonable time any improvements on such 
property required by the urban renewal plan; and (iii) to comply 
with such other conditions as the Administrator finds, prior to the 
execution of the contract for loan or capital grant pursuant to this 
title, are necessary to carry out the purposes of this title: Provided, 
That clause (ii) of this subsection shall not apply to mortgagees and 
others who acquire an interest in such property as the result of the 
enforcement of any lien or claim thereon: And provided further, 

hat, with respect to any improvements of a type which rt is otherwise 
authorized to undertake, any Federal agency (as defined in section 3(b) 
of the Federal Property and Administrative Services Act of 1949, as 
amended, and also including the District of Columbia or any agency 
thereof) 1s hereby authorized to become obligated in accordance with this 
subsection, except that clause (11) of this subsection shall apply to such 
Federal agency only to the extent that it is authorized (and funds have 
been made available) to make the improvements involved; 


* * * * * 







* * 


GENERAL PROVISIONS 


Sec. 106. (a) In the performance of, and with respect to, the func- 
tions, powers, and duties vested in him by this title, the Administrator, 
notwithstanding the provisions of any other law, shall— 

(1) appoint a Director to administer the provisions of this title 
under the direction and supervision of the Administrator and the 
basic rate of compensation of such position shall be the same as 
the basic rate of compensation established for the heads of the 
constituent agencies of the Housing and Home Finance Agency; 

(2) prepare annually and submit a budget program as provided 
for wholly owned Government corporations by the Government 

Corporation Control Act, as amended; 
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(3) maintain an integral set of accounts which shall be auditea 
annually by the General Accounting Office in accordance with 
the principles and procedures applicable to commercial trans- 
actions as provided by the Government Corporation Control Act, 
as amended, and no other audit shall be required: Provided, That 
such financial transactions of the Administrator as the making 
of advances of funds, loans, or [capital] grants and vouchers 
approved by the Administrator in connection with such financial 
transactions shall be final and conclusive upon all officers of the 
Government. 

(b) Funds made available to the Administrator pursuant to the 
provisions of this title shall be deposited in a checking account or 
accounts with the Treasurer of the United States. Receipts and 
assets obtained or held by the Administrator in connection with the 
performance of his functions under this title shall be available for 
any of the purposes of this title (except for [capital] grants pursuant 
to section 103 hereof), and all funds available for carrying out the 
functions of the Administrator under this title (including appropria- 
tions therefor, which are hereby authorized), shall be available, in 
such amounts as may from year to year be authorized by the Con- 
gress, for the administrative expenses of the Administrator in con- 
nection with the performance of such functions: Provided, That 
necessary expenses of inspections and audits, and of providing repre- 
sentatives at the site, of projects being planned or undertaken by local 
public agencies pursuant to this title shall be compensated by such 
ageneies by the payment of fixed fees which in the aggregate will 
cover the costs af: rendering such services, and such expenses shall be 
considered nonadministrative; and for the purpose of providing such 
inspections and audits and of providing representatives at the sites, 
the Administrator may utilize any agency and such agency may 
accept reimbursement or payment for such services from such local 
public agencies or the Administrator, and credit such amounts to the 
appropriations or funds against which such charges have been made. 

(c) In the performance of, and with respect to, the functions, 
powers, and duties vested in him by this title, the Administrator, 
notwithstanding the provisions of any other law, may— 

(1) sue and be sued; 

(2) foreclose on any property or commence any action to pro- 
tect or enforce any right conferred upon him by any law, contract, 
or other agreement, and bid for and purchase at any foreclosure 
or any other sale any project or part thereof in connection with 
which he has made a loan or capital grant pursuant to this title. 
In the event of any such acquisition, the Administrator may, not- 
withstanding any other provision of law relating to the acquisi- 
tion, handling, or disposal of real property by the United States, 
complete, administer, dispose of, and otherwise deal with, such 

project or part thereof: Provided, That any such acquisition of 
real property shall not deprive any State or political subdivision 
thereof of its civil ‘urisdiotion in and over such property or 
impair the civil rights under the State or local laws of the 
inhabitants on such property; 

(3) enter into agreements to pay annual sums in lieu of taxes 
to any State or local taxing authority with respect to any real 
property so acquired or owned, and such sums shall approximate 
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the taxes which would be paid upon such property to the State or 
local taxing authority, as the case may be, if such property were 
not exempt from taxation; 

(4) sell or exchange at public or private sale, or lease, real or 
personal property, and sell or exchange any securities or obliga- 
tions, upon such terms as he may fix; 

(5) obtain insurance against loss in connection with property 
and other assets held; 

(6) subject to the specific limitations in this title, consent to 
the modification, with respect to rate of interest, time of payment 
of any installment of principal or interest, security, amount of 
[capital] grant, or any other term, of any contract or agreement 
to which he is a party or which has been transferred to him pur- 
suant to this title; 

(7) include in any contract or instrument made pursuant to 
this title such other covenants, conditions, or provisions (includ- 
ing such covenants, conditions, or provisions as, in the determina- 
tion of the Administrator, are necessary or desirable to prevent 
the payment of excessive prices for the acquisition of land in 
connection with projects assisted under this title) as he may deem 
necessary to assure that the purposes of this title will be saline 


No provision of this title shall be construed or administered to 
permit speculation in land holding; and 

(8) make advance or progress payments on account of any 
[capital] grant contracted to be made pursuant to this title, not- 
withstanding the provisions of section 3648 of the Revised 
Statutes, as amended, or any other provisions of this title. 


(d) Section 3709, as amended, of the Revised Statutes shall not 
apply to any contract for services or supplies on account of any prop- 
erty acquired pursuant to this title if the amount of such contract does 
not exceed $1,000. 

(e) Not more than 12% per centum of the grant funds provided 
for in this title [, either in the form of loans or grants,] shall be ex- 
pended in any one State: Provided, That the Administrator, with- 
out regard to such limitation, may enter into contracts for [capital 
grants aggregating not to exceed $100,000,000 (subject to the tot 
authorization provided in section 103(b) of this title) with local 

ublic agencies in States where more than two-thirds of the maximum 
Feapital grants permitted in the respective State under this sub- 
section has been obligated. 

(f)(1) Notwithstanding any other provision of this title, an urban 
renewal project respecting which a contract for a capital grant is 
executed under this title may include the making of relocation pay- 
ments (as defined in paragraph (2)); and such contract shall provide 
that the capital grant otherwise payable under this title shall be in- 
creased by an amount equal to such relocation payments and that no 
of the amount of such relocation payments shall be required to 

e contributed as part of the local grant-in-aid. 

(2) [As used in this subsection, the term “relocation payments” 
means payments by a local public agency, in connection with a project, 
to individuals, families, and business concerns for their reasonable 
and necessary moving expenses and any actual direct losses of prop- 
erty except goodwill or profit (which are incurred on and after the 
date of the enactment of the Housing Act of 1956, and for which reim- 
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bursement or compensation is not otherwise made) resulting from their 
displacement by an urban renewal project included in an urban 
renewal area respecting which a contract for capital grant has been 
executed under this title.J] As used in this subsection, the term “relo- 
cation payments” means payments by a local public agency to indi- 
viduals, families, and business concerns for their reasonable and neces- 
sary moving erpenses and any actual direct losses of property except 
goodwill or profit (which are incurred on and after August 7, 1956, and 
for which reimbursement or compensation is not otherwise made) result- 
ing from their displacement from an urban renewal area made necessary 
by (i) the acquisition of real property by a local public agency or by any 
other public body, (ti) code enforcement activities undertaken in connec- 
tion with an urban renewal project, or (iii) a program of voluntary re- 
habilitation of buildings or other improvements in accordance with an 
urban renewal plan: Provided, That such payments shall not be made 
after completion of the project or if completion is deferred solely for the 
ee of obtaining further relocation payments. Such payments shall 

e made subject to such rules and regulations as may be prescribed 
by the Administrator, and shall not exceed [$100] $200 in the case 
of an individual or family, or [$2,500] $3,000 in the case of a busi- 
ness concern. Such rules and regulations may include provisions au- 
thorizing payment to individuals and families of fixed amounts (not 
to exceed [$100] $200 in any case) in lieu of their respective reason- 
able and necessary moving expenses. 

(3) Any contract with a local public agency which was executed 
under this title before the date of the enactment of the Housing Act 
of 1956 may be amended to provide for payments under this subsec- 
tion for expenses and losses incurred on or after such date. 

(g) The Administrator shall require in connection with any urban 
renewal project— 

(1) with respect to which a contract for capital grants is executed 
under this title, and 
(2) which involves the redevelopment of any part of an urban 
renewal area for commercial or industrial purposes, 
that business concerns which are displaced from such urban renewal area 
be granted, if and to the extent determined by the governing body of the 
locality to be practicable and desirable, a priority of opportunity to pur- 
chase or lease commercial or industrial facilities provided in connection 
with such redevelopment. 

(h) Without limiting any authority otherwise provided in this title, 
any local grants-in-aid may be furnished by the State government as dis- 
tinguished from other local public agencies, as herein defined. In making 
capital grants available for projects, priority shall be given a project in 
a State where the State government has furnished or contracted to furnish 
local grants-in-aid to the project in an amount which equals or exceeds 
one-half the total required amount. 


PAYMENT FOR LAND USED FOR LOW-RENT PUBLIC HOUSING 


[Sec. 107. If the land for a low-rent housing project assisted under 
the United States Housing Act of 1937, as amended, is made available 
from a project assisted under this title, payment equal to the fair 
value of the land for the uses specified in accordance with the urban 
renewal plan shall be made therefor by the public housing agency 
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undertaking the housing project, and such amount shall be included 
as part of the development cost of the low-rent housing project.J 
Src. 107. When it appears in the public interest that an urban renewal 
project area should be used in whole or in part as a site for a low-rent 
ousing project assisted under the United States Housing Act of 1937, 
as amended, or under a State or local program found by the Administrator 
to have the same general purposes as the Federal program under such 
Act, the site shall .be made available to the local housing agency under- 
taking the housing project at a price equal to the amount, as determined 
by the Administrator, which would be charged if it were disposed of to 
private enterprise for lowest rental housing, and such amount shall be 
included as part of the development cost of the low-rent housing project: 
Provided, That the local contribution in the form of tax exemption or tax 
remission required by section 10(h) of the said Act or by analogous 
provisions in legislation authorizing such State or local program with 
respect to the low-rent housing project into which such land is incor- 
porated shall (if covered by a contract which, in the determination of the 
Public Housing Commissioner, and without regard to the requirements 
of the first proviso of said section 10(h), will assure that such local con- 
tribution will be made during the entire period that the project is used as 
low-rent housing within the meaning of the said Act or by provisions 
yound by the Administrator to give equivalent assurance in the case of 
State or local programs) be accepted as a local grant-in-aid equal in 
amount, as determined by the Administrator, to one-half (or one-third in 
the case of a project on a three-fourths capital grant basis) of the difference 
between the cost of such land (including costs of clearance if any) and its 
sales price, and shall be considered a local grant-in-aid furnished in a 
form other than cash within the meaning of section 110(e) of this title. 


+ * x. x * * * 
DEFINITIONS 


Src. 110. The following terms shall have the meanings, respectively, 
ascribed to them below, and, unless the context clearly indicates other- 
wise, shall include the plural as well as the singular number: 

(a) “Urban renewal area” means a slum area or a blighted, deteri- 
orated, or deteriorating area in the locality involved which the Ad- 
ministrator approves as appropriate for an urban renewal project. 

(b) ‘Urban renewal plan” means a plan, as it exists from time to 
time, for an urban renewal project, which plan (1) shall conform to 
the general plan of the locality as a whole and to the workable pro- 

am referred to in section 101 hereof and shall be consistent with 

efinite local objectives respecting appropriate land uses, improved 
traffic, public transportation, public utilities, recreational and commu- 
nity facilities, and other public improvements; and [[(2) shall be 
sufficiently complete to indicate such land acquisition, demolition and 
removal of structures, redevelopment, improvements, and rehabilita- 
tion as may be proposed to be carried out in the urban renewal area, 
zoning and planning changes, if any, land uses, maximum densities, 
and building requirements.] (2) shall be sufficiently complete to indi- 
cate, to the extent required by the Administrator, the general nature 
of such redevelopment, improvements, and rehabilitation as may be pro- 
posed to be carried out in the urban renewal areas, the general land uses 
and general nature of building requirements and density standards. 


148 HOUSING ACT OF 1959 


(c) ‘Urban renewal project” or ‘‘project’’ may include undertak- 
ings and activities of a local public agency in an urban renewal area 
for the elimination and for the prevention of the development or 
spread of slums and blight, and may involve slum clearance and rede- 
velopment in an urban renewal area, or rehabilitation or conservation 
in an urban renewal area, or any combination or part thereof, in ac- 
cordance with such urban renewal plan. Such undertakings and 
activities may include— 

(1) acquisition of (i) a slum area or a deteriorated or deterio- 
rating area, or (ii) land which is predominantly open and which 
because of obsolete platting, diversity of ownership, deterioration 
of structures or of site improvements, or otherwise, substantially 
impairs or arrests the sound growth of the community, or (iil) 
open land necessary for sound community growth which is to be 
developed for predominantly residential uses: Provided, That the 
requirement in paragraph (a) of this section that the area be a 
slum area or a blighted, deteriorated or deteriorating area shall 
not be applicable in the case of an open land project; 

(2) demolition and removal of buildings and improvements; 

(3) installation, construction, or reconstruction of streets, utili- 
ties, parks, playgrounds, and other improvements necessary for 
carrying out in the urban renewal area the urban renewal objec- 
tives of this title in accordance with the urban renewal plan; 

(4) disposition of any property acquired in the urban renewal 
area (including sale, initial leasing or retention by the local public 
agency itself) at its fair value for uses in accordance with the 
urban renewal plan; 

(5) carrying out plans for a program of voluntary repair and 
rehabilitation of buildings or other improvements in accordance 
with the urban renewal plan; and 

(6) acquisition of any other real property inf the urban renewal 
area where necessary to eliminate unhealthful, insanitary or un- 
safe conditions, lessen density, eliminate obsolete or other uses 
detrimental to the public welfare, or otherwise to remove or pre- 
vent the spread of blight or deterioration, or to provide land for 
needed public facilities. 

For the purposes of this title, the term ‘“‘project’’ shall not include 
the construction or improvement of any building, and the term ‘‘re- 
development” and derivatives thereof shall mean development as well 
as redevelopment. For any of the purposes of section 109 hereof, the 
term ‘‘project’’ shall not include any donations or provisions made as 
local grants-in-aid and eligible as such pursuant to clauses (2) and (3) 
of section 110(d) hereof. 

[Financial assistance shall not be extended under this title with 
respect to any urban renewal area which is not clearly predominantly 
residential in character unless such area will be a predominantly resi- 
dential area under the urban renewal plan therefor: Provided, That 
where such an area which is not clearly predominantly residential 
in character contains a substantial number of slum, blighted, deteri- 
orated, or deteriorating dwellings or other living accommodations, 
the elimination of which would tend to promote the public health, 
safety, and welfare in the locality involved and such area is not ap- 
propriate for predominantly residential uses, the Administrator may 
extend financial assistance for such a project, but the aggregate of 
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the capital grants made pursuant to this title with respect to such 
projects shall not exceed 10 per centum of the total amount of capital 
grants authorized by this title.] Financial assistance shall not be ex- 
tended under this title with respect to any urban renewal area which 
as not predominantly residential in character and which, under the 
urban renewal plan therefor, is not to be redeveloped for predomi- 
nantly residential uses: Provided, That, if the governing body of the 
local public agency determines that the redevelopment of such an area 
for predominantly nonresidential uses is necessary for the proper devel- 
opment of the community, the Administrator may extend financial 
assistance under this title for such a project: Provided further, That 
the aggregate amount of capital grants contracted to be made pursuant 
to this title with respect to such projects shall not exceed 20 per centum of 
the aggregate amount of grants authorized by this title to be contracted for. 

In addition to all other powers hereunder vested, where land within 
the purview of clause (1)(ii) or (1)(iii) of the first paragraph of 
this subsection (whether it be predominantly residential or nonresi- 
dential in character) is to be redeveloped for predominantly non- 
residential uses, loans and advances under this title may be extended 
therefor if the governing body of the local public agency determines 
that such redevelopment for predominantly nonresidential uses is 
necessary and appropriate to facilitate the proper growth and develop- 
ment of the community in accordance with sound planning standards 
and local community objectives and to afford maximum opportunity 
for the redevelopment of the project area by private enterprise: 
Provided, That loans and outstanding advances to any local public 
agency pursuant to the authorization of this sentence shall not exceed 
2% per centum of the estimated gross project costs of the projects 
undertaken under other contracts with such local public agency pur- 
suant to this title. 

(d) “Local grants-in-aid’’ shall mean assistance by a State, munic- 
ipality, or other public body, or (in the case of cash grants or dona- 
tions of land or other real property) any other entity, in connection 
with any project on which a contract for capital grant has been 
made under this title, in the form of (1) cash grants to defray expendi- 
tures within the purview of section 110(e)(1) hereof; (2) donations, 
at cash value, of land or other real property (exclusive of land: in 
streets, alleys, and other public rights-of-way which may be vacated 
in connection with the project) in the urban renewal area, and demo- 
lition, removal, or other work or improvements in the urban renewal 
area, at the cost thereof, of the types described in clause (2) and 
clause (3) of the second sentence of section 110(c); and (3) the pro- 
vision, at their cost, of public buildings or other public facilities (other 
than publicly owned housing [and revenue producing public utilities 
the capital cost of which is wholly financed with local bonds or obliga- 
tions payable solely out of revenues derived from service charges ]) 
which are necessary for carrying out in the area the urban renewal 
objectives of this title in accordance with the urban renewal plan: 
Provided, That in any case where, in the determination of the Admin- 
istrator, any park, playground, public building, or other public facility 
is of direct benefit both to the urban renewal area and to other areas, 
and the approximate degree of the benefit to such other areas is 
estimated by the Administrator at 20 per centum or more of the 
total benefits, the Administrator shall provide that, for the purpose 
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of computing the amount of the local grants-in-aid for the project, 
there shall be included only such portion of the cost of such facilit 
as the Administrator estimates to be proportionate to the approxi- 
mate degree of the benefit of such facility to the urban renewal area: 
And provided further, That for the purpose of computing the amount 
of local grants-in-aid under this section 110(d) with respect to any 
project covered by a Federal-aid contract under this title, the esti- 
mated cost (as determined by the Administrator) of parks, play- 
grounds, public buildings, or other public facilities may be deemed 
to be the actual cost thereof if (i) the construction or provision thereof 
is not completed at the time of final disposition of land in the project 
to be acquired and disposed of under the urban renewal plan, and 
(ii) the Administrator has received assurances satisfactory to him 
that such park, playground, public building, or other public facility 
will be constructed or completed when needed and within a time pre- 
scribed by him: And provided further, That in any case where a public 
facility furnished as a local grant-in-aid is financed in whole or ‘in 
part by special assessments against real property in the project area 
acquired _ the local public agency as part of the project, an amount 
equal to the total special assessments against such real property (or, 
in the case of a computation pursuant to the proviso immediately 
preceding, the estimated amount of such total special assessments) 
shall be deducted from the cost of such facility for the purpose or 
computing the amount of the local grants-in-aid for the project. 
With respect to any demolition or removal work, improvement. of 
facility for which a State, municipality, or other public body has 
received or has contracted to receive any grant or subsidy from the 
United States, or any agency or instrumentality thereof, the portion 
of the cost thereof defrayed or estimated by the Administrator to be 
defrayed with such subsidy or grant shall not be eligible for inclusion 
as a local grant-in-aid. 

Jotwithstanding any other provision of this subsection, no donation 
or provision of a public improvement or public facility of a type falling 
within the purview of this subsection shall be deemed to be ineligible as 
a local grant-in-aid for any project solely on the basis that the construe- 
tion of such improvement or facility was commenced without notification 
to the Administrator or prior to Federal recognition of such project, of 
such construction was commenced not more than five years prior to the 
authorization by the Administrator of a contract for loan or capital grant 
for the project. 

(e) “Gross project cost” shall comprise (1) the amount of the ex- 
penditures by the local public agency with respect to any and all 
undertakings necessary to carry out the project (including the pay- 
ment of carrying charges, but not ei the point where the proj- 
ect is cama, and (2) the amount of such local grants-in-aid as 
are furnished in forms other than [cash:] cash. There may be included 
as part of the gross project cost, under any contract for loan or grant 
heretofore or hereafter executed under this title, with respect to moneys of 
the local public agency which are actually expended and outstanding for 
undertakings (other than in the form of local grants-in-aid) necessary to 
carry out the project, in the absence of carrying charges on such moneys, 
an amount in lieu of carrying charges which might otherwise have been 

ayable thereon for the period such moneys are expended and outstanding 
ut not beyond the point where the project is completed, computed for each 
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siz-month period or portion thereof, at an interest rate equivalent to the 
simple average yield per annum on new issues of United States Govern- 
ment 91-day Treasury bills issued during the ten weeks immediately prior 
to January 1 and July 1 of such six-month period: Provided, That such 
amount may be computed on the net total of all such moneys of the local 
public agency remaining expended and outstanding, less other moneys 
received from the project undertaken in excess of project expenditures, in 
all projects of the local public agency under this title, and allocated, as the 
Administrator may determine, to each cf such projects. [Provided, 
That with] With respect to a project for which a contract for capital 
grant has been executed on a three-fourths basis pursuant to the pro- 
viso in the second sentence of section 103 (a), gross project cost shall 
include, in lieu of the amount specified in clause (1) above, the amount 
of the expenditures by the local public agency with respect to the 
following undertakings and activities necessary to carry out such 
project: 

(i) acquisition of land (but only to the extent of the considera- 
tion paid to the owner and not title, appraisal, negotiating, legal, 
or any other expenditures of the local public agency incidental to 
Soquarens land), disposition of land, demolition and removal of 
buildings and improvements, and site preparation and improve- 
ments, all as provided in paragraphs (1), (2), (3), (4), and (6) of 
section 110(c); and 

(ii) the payment of carrying charges related to the undertakings 
in clause (i) (including amounts in lieu of carrying charges as 
determined above), exclusive of taxes and payments in lieu of taxes 
but not beyond the point where such a project is completed; 

but not the cost of any other undertakings and activities (including, 
but without being limited to, the cost of surveys and plans, legal serv- 
ices of any kind, and all administrative and ahaa expenses of the 
local public agency) with respect to such project. Where real prop- 
erty in the project area is acquired and is owned as part of the project 
by the local public agency and such property is not subject to ad 
valorem taxes by reason of its ownership by the local public agency 
and payments in lieu of taxes are not made on account of such prop- 
erty, there may (with respect to any project for which a contract of 
Federal assistance under this title is in force or is hereafter executed, 
other than a project on which a contract for capital grant is made on 
a three-fourths basis pursuant to the proviso in the second sentence 
of section 103(a)) be included, at the discretion of the Administrator, 
in gross project cost an amount equal to the ad valorem taxes which 
would have been levied upon such property if it had been subject to 
ad valorem taxes, but in all cases prorated for the period during 
which such property is owned by the local public agency as part of the 
project, and such amount shall also be considered a cash local grant- 
in-aid within the purview of section 110(d) hereof. Such amount, 
and the amount of taxes or payments in lieu of taxes included in 
gross project cost, shall be subject to the approval of the Adminis- 
trator and such rules, regulations, limitations, and conditions as he 
may prescribe. 

(f) ‘‘Net project cost’’ shall mean the difference between the gross 
project cost and the aggregate of (1) the total sales prices of all land 
or other property sold, and (2) the total capital values (i) imputed, 
on a basis approved by the Administrator, to all land or other prop- 
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erty leased, and (ii) used as a basis for determining the amounts to 
be transferred to the project from other funds of the local public 
agency to compensate for any land or other property retained by it 
for use in accordance with the urban renewal plan. 

(g) “Going Federal rate” means (with respect to any contract for 
a loan or advance entered into after the first annual rate has been 
specified as provided in this sentence) the annual rate of interest 
which the Secretary of the Treasury shall specify as applicable to 
the six-month period (beginning with the six-month period ending 
December 31, 1953) during which the contract for loan or advance 

is approved] for any project under this title ts authorized by the 

dministrator, which applicable rate for each six-month period shall 
be determined by the Secretary of the Treasury by estimating the 
average yield to maturity, on the basis of daily closing market bid 
quotations or prices during the month of May or the month of Novem- 
ber, as the case may be, next preceding such six-month period, on all 
outstanding marketable obligations of the United States having a 
maturity date of fifteen or more years from the first day of such 
month of May or November, and by adjusting such estimated average 

ield to the nearest one-eighth of 1 per centum. Any such contract 
for loan made may be revised or superseded by a later contract, so 
that the going Federal rate, on the basis of which the interest rate 
on the loan is fixed, shall mean the going Federal rate, as herein 
defined, on the date that such [contract is revised or superseded by 
such later contract] later contract is authorized. 

(h) “Local public agency” means any State, county, municipality, 
or other governmental entity or public body, or two or more such 
entities or bodies, authorized to undertake the project for which 
assistance is sought. “State’’ includes the several States, the District 
of Columbia, the Commonwealth of Puerto Rico, and the Territories 
and possessions of the United States. 

(i) “Land” means any real property, including improved or unim- 
proved land, structures, improvements, easements, incorporeal heredit- 
aments, estates, and other rights in land, legal or equitable. 

(j) “Administrator” means the Housing and Home Finance 
Administrator. 

(k) “Federal recognition” means execution of any contract for finan- 
cial assistance under this title or concurrence by the Administrator in 
the commencement, without such assistance, of surveys and plans. 


DISASTER AREAS 


Src. 111. Where the local governing body certifies, and the Admin- 
istrator finds, that an urban area is in need of redevelopment or 
rehabilitation as a result of a flood, fire, hurricane, earthquake, storm, 
or other catastrophe which the President, pursuant to section 2(a) of 
the Act entitled “An Act to authorize Federal assistance to States and 
local governments in major disasters, and for other purposes’”’ (Public 
Law 875, Eighty-first Congress, approved September 30, 1950), as 
amended, has determined to be a major disaster, the Administrator is 
authorized to extend financial assistance under this title for an urban 
renewal project with respect to such area without regard to the 
following: 

(1) the “workable program’ requirement in section 101(c), 
except that any contract for temporary loan or capital grant 
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pursuant to this section shall obligate the local public agency to 
comply with the ‘‘workable program”’ requirement in section 101 
(c) by a future date determined to be reasonable by the Adminis- 
trator and specified in such contract; 

(2) the requirements in section 105(a)(iii) and section 110(b) 
(1) that the urban renewal plan conform to a general plan of the 
locality as a whole and to the workable program referred to in 
section 101(c); 

(3) the “relocation’’ requirements in section 105(c): Provided, 
That the Administrator finds that the local public agency has pre- 
sented a plan for the encouragement, to the maximum extent 
feasible, of the provision of dwellings suitable for the needs of 
families displaced by the catastrophe or by redevelopment or 
rehabilitation activities; 

(4) the “public hearing’’ requirement in section 105(d); 

(5) the requirements in sections 102 and 110 that the urban 
renewal area be a slum area or a blighted, deteriorated, or deteri- 
orating area; and 

(6) the requirements in section 110 with respect to the predomi- 
nantly residential character or predominantly residential re-use of 
urban renewal areas. 

In the preparation of the urban renewal plan with respect to a project 
aided under this section, the local public agency shall give due regard to 
the removal or relocation of dwellings from the site of recurring floods 
or other recurring catastrophes in the project area. 


URBAN RENEWAL AREAS INVOLVING COLLEGES OR UNIVERSITIES 


Sec. 112. In any case where an educational institution is located in 
or near an urban renewal area and the governing body of the local public 
agency determines that, in addition to the elimination of slums and blight 
from such area, the undertaking of an urban renewal project or projects 
im such area will further promote the public welfare and the proper devel- 
opment of the community (1) by making land in such area available for 
disposition, for uses in accordance with the urban renewal plan, to such 
educational institution for redevelopment in accordance with the use or 
uses specified in the urban renewal plan, (2) by providing, through the 
redevelopment of the area in accordance with the urban renewal plan, a 
cohesive neighborhood environment compatible with the functions and 
needs of such educational institution, or (3) by any combination of the 
foregoing, the Administrator is authorized to extend financial assistance 
under this title for an urban renewal project or projects in such area 
without regard to the requirements in section 110 hereof with respect to the 
predominantly residential character or predominantly residential reuse of 
urban renewal areas: Provided, That the aggregate amount of any ex- 
penditures made by such educational institution (either directly or through 
a redevelopment corporation) for the acquisition, from others than the 
local public agency, of land and buildings and structures within the area 
of any urban renewal project undertaken by the local public agency in 
such urban renewal area or within the urban renewal area and adjacent 
to, or in the immediate vicinity of, the area of any such urban renewal 
project (which land and buildings and structures is or are to be retained 
and redeveloped or rehabilitated by such educational institution for use 
or uses in accordance with the urban renewal plan), and for the demo- 
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lition of such buildings and structures (including expenditures made to 
assist vn relocating tenants therefrom) if, pursuant to the urban renewal 
plan, the land is to be cleared and redeveloped, as certified by such edu- 
cational institution to the local public agency and approved by the Admin- 
istrator, shall be a local grant-in-aid in connection with any urban 
renewal project being undertaken by the local public agency in such urban 
renewal area: Provided further, That no such expenditures shall be 
deemed ineligible as a local grant-in-aid in connection with any such 
project if made not more than five years prior to the authorization by the 
Administrator of a contract for a loan or capital grant for such urban 
renewal project: And provided further, That the term ‘educational insti- 
tution’ as used herein shall mean any educational institution of higher 
learning, including any public educational institution or any private 
educational institution, no part of the net earnings of which shall inure 
to the benefit of any private shareholder or individual. 


THE UNITED STATES HOUSING ACT OF 1937, AS 
AMENDED 


AN ACT To provide financial assistance to the States and political subdivisions 
thereof for the elimination of unsafe and insanitary housing conditions, for 
the eradication of slums, for the provision of decent, safe, and sanitary dwell- 
ings for families of low income, and for the reduction of unemployment and the 
stimulation of business activity, to create a United States Housing Authority, 
and for other purposes 


Be it enacted by the Senate and Howse of Representatives of the 


United States of America in Congress assembled, 


DECLARATION OF POLICY 


Section 1. It is hereby declared to be the policy of the United States 
to promote the general welfare of the Nation by employing its funds 
and credit, as provided in this Act, to assist the several States and 
their political subdivisions to alleviate present and recurring unem- 
ployment and to remedy the unsafe and insanitary housing conditions 
and this acute shortage of decent, safe, and sanitary dwellings for fami- 
lies of low income, in urban and rural nonfarm areas, that are injuri- 
ous to the health, safety, and morals of the citizens of the Nation. 
In the development of low-rent housing it shall be the policy to make 
adequate provision for larger families and for families consisting of 
elderly persons. In the administration of low-rent housing it shall be 
the policy to vest in local public agencies full responsibility for the estab- 
lishment of rents and eligibility requirements (subject to income limit 
ceilings hereinafter provided). It is the policy to vest in the local public 
agencies the maximum amount of responsibility in the administration of 
the low-rent program with due consideration to accomplishing the objec- 
tives of this Act while effecting economies. It shall further be the policy 
to authorize local public agencies to permit families whose income increases 
beyond the limits for continued occupancy to remain in their homes either 
through group or individual purchase, or as tenants paying a nonsub- 
sidized rent rf private housing is not available to them. 
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DEFINITIONS 


Sec. 2. When used in this Act— 

(1) The term “low-rent housing’”’ means decent, safe, and sanitary 
dwellings within the financial reach of families of low income, and 
developed and administered to promote serviceability, efficiency, econ- 
omy, and stability, and embraces all necessary appurtenances thereto. 
[The dwellings in low-rent housing as defined in this Act shall be 
available solely for families whose net annual income at the time of 
admission, less an exemption of (a) $100 for each adult dependent 
member of the family having no income and for each minor (other 
than the head of the family and his spouse), and (b) not to exceed 
$600 of the income of each member of the family other than the prin- 
cipal wage earner, does not exceed five times the annual rental (in- 
cluding the value or cost to them of water, electricity, gas, other 
heating and cooking fuels, and other utilities) of the dwellings to be 
furnished such families... For the sole purpose of determining eligi- 
bility for continued occupancy, a public housing agency may allow, 
from the net annual income of any family, an exemption (a) for each 
minor member of the family (other than the head of the family and 
his spouse) of either $100 or all or any part of the income of such 
minor, and (b) of $100 for each adult dependent member of the family 
having no income, and (c) not to exceed $600 of the income of any 
other member of the family other than the principal wage earner. 
For the purposes of this subsection, a minor shall mean a person less 
than 21 years of age.] The dwellings in low-rent housing shall be 
available solely for families of low income. 

a * * * . * * 


(2) The term “families of low income’”’ means families who are in 
the lowest income group and who cannot afford to pay enough to 
cause private enterprise in their locality or metropolitan area to 
build an adequate supply of decent, safe, and sanitary dwellings for 
their use. The term ‘families’? means families consisting of two or 
more persons, a single person sixty-five years of age or over, or the 
remaining member of a tenant family. The term “elderly families’’ 
means families the head of which (or bis spouse) is sixty-five years 
of age or over. 

(3) The term ‘slum’ means any area where dwellings predomi- 
nate which, by reason of dilapidation, overcrowding, faulty arrange- 
ment or design, lack of ventilation, light or sanitation facilities, or 
any gamed of these factors, are detrimental to safety, health, or 
morals. 

4) The term “slum clearance’ means the demolition and removal 
of buildings from any slum area. 

(5) The term “development” means any or all undertakings neces- 
sary for planning, land acquisition, demolition, construction, or equip- 
ment, in connection with a low-rent housing project. The term 
“development cost’’ shall comprise the costs incurred by a public 
housing agency in such undertakings and their necessary financing 
(including the payment of carrying charges, but not beyond the point 
of physical completion), and in otherwise carrying out the develop- 
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ment of such project. Construction activity in connection with a 
low-rent housing project may be confined to the reconstruction, 
remodeling, or repair of existing buildings. In cases where the public 
housing agency is also the local public agency for the purposes of title 
I of the Housing Act of 1949, or in cases where the public housing 
agency and the local public agency (as defined in title I of the Housin 

‘Act of 1949) operate under a aasinat central administrative office staff, 
an administration building [included in a low-rent housing project] in 
connection with its low-rent housing program to provide central admin- 
istrative office facilities may also include sufficient facilities for the ad- 
ministration of its functions as such local public agency and in such 
case, the Authority shall require that an economic rent shall be 
charged for the facilities in such building which are used for the 
administration of its functions as such local public agency and shall 
be paid from funds derived from sources other than the low-rent 
housing projects of such public housing agency. 

* * * * * * * 


(7) The term ‘Federal project”’ means any project owned or ad- 
ministered by the Authority, other than a project the title or possession 
of which is vested in the Authority pursuant to section 22. 

+ & * * * + ¥ 


LOANS FOR LOW-RENT-HOUSING AND SLUM-CLEARANCE PROJECTS 


Sec. 9. (a) The Authority may make loans to public-housing 
agencies to assist the development, acquisition, or administration of 
low-rent-housing or slum-clearance projects by such agencies. Where 
capital grants are made pursuant to section 11 the total amount of 
such loans outstanding on any one project and in which the Authority 
participates shall not exceed the development or acquisition cost of 
such project less all such capital grants, but in no event shall said loans 
exceed 90 per centum ofsuch cost. In the case of annual contributions 
in assistance of low rentals as provided in section 10 the total of such 
loans outstanding on any one project and in which the Authority 
participates shall not exceed 90 per centum of the development or 
acquisition cost of such project. Such loans shall bear interest at 
such rate not less than the applicable going Federal rate, plus one-half 
of one per centum, shall be secured in such manner, and shall be re- 
paid within such period not exceeding sixty years, as may be deemed 
advisable by the Authority: Provided, That in the case of projects 
initiated after March 1, 1949, with respect to which annual contribu- 
tions are contracted for pursuant to this Act, loans shall not be made 
for a period exceeding forty years from the date of the bonds evidenc- 
ing the loan: And provided further, That, in the case of such projects 
or any other projects with respect to which the contracts (including 
contracts which amend or supersede contracts previously made) pro- 
vide for loans for a period not exceeding forty years from the date 
of the bonds evidencing the loan and for annual contributions for a 
period not exceeding forty years from the date the first annual con- 
tribution for the project is paid, such loans shall bear interest at a 
rate not less than the applicable going Federal rate. 

(6) Where, as provided for in section 107 of the Housing Act of 1949, 
as amended, land to be acquired as part of an urban renewal project is 
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made available to a public housing agency as a site for a low-rent housing 
project assisted under this Act an amount equal to the price for such land 
shall be included as a part of the development cost of said low-rent housing 
project and paid over by the public housing agency to the local public 
agency undertaking such urban renewal project as the purchase price for 
said land as provided in said section 107. 










ANNUAL CONTRIBUTIONS IN 


Sec. 10. (a) * * * 
(h) Every contract made pursuant to this Act for annual con- 
tributions for any low-rent housing project initiated after March 1, 
1949, shall provide that no annual contributions by the Authority shall 
be made available for such project unless such project (excluding any 
part Been covered by a contract or conveyed pursuant to paragraph 
(8)(e) cf section 15) is exempt from all real and personal property taxes 
levied or imposed by the State, city, county, or other political sub- 
divisions, but such contract shall require the public housing agency to 
make payments in lieu of taxes equal to 10 per centum of “the annual 
shelter rents charged in such project or sucn lesser amount as (i) is 
prescribed by State law, or (ii) is agreed to by the local governing body 
in its agreement for loc al cooperation with the public housing a agency 
required under subsection 15(7)(b)(i) of this Act, or (iii) is due to 
failure of a local public body or bodies other than the public housing 
agency to perform any obligation under such agreement: Provided, 
That, if at the time such agreement for local c ooperation is entered into 
it appears s that such 10 per centum payments in Jieu of taxes will not 
result in a contribution to the project through tax exemption by the 
State, city, county, or other political subdivisions in which the project 
is situated of at least 20 per centum of the annual contributions to be 
paid by the Authority, the amounts of such payments in lieu of taxes 
shall be limited by the agreement to amounts, if any, which would not 
reduce the local contribution below such 20 per centum: Provided 
further, That, with respect to any such project which is not exempt 
from all real and personal property taxes levied or imposed by the 
State, city, county, or other political subdivisions, such contract shall 
rovide, in lieu of the requirement for tax exemption and payments in 
fien of taxes, that no annual contributions by the Authority shall be 
made available for such project unless and until the State, city, county, 
or other political subdivisions in which such project is situated shall 
contribute, in the form of cash or tax remission, an amount equal to 
the greater of (i) the amount by which the taxes paid with respect to 
the project exceed 10 per ¢ centum of the annual shelter rents charged 
in such project or (ii) 20 per centum of the annual contributions paid 
by the Authority (but not in excess of the taxes levied): And provided 
further, That, prior to execution of the contract for annual contribu- 
tions the public housing agency shall, in the case of a tax-exempt 
project, notify the governing body of the loc ality of its estimate of the 
annual amount of such payments in lieu of taxes and of the amount of 
taxes which would be levied if the property were privately owned, or, 
in the case where the project is taxed, its estimate of the annual 
amount of the local chah contribution, and shall thereafter . include 
the actual amounts in its annual reports. Contracts for annual ‘con- 
tributions entered into prior to the effective date of the Housing Act 
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of 1954 may be amended in accordance with the first sentence of this 
subsection. 
~*~ “ + . * * * 


(i) Notwithstanding any other provision of law, the Authority 
may enter into new contracts for loans and annual contributions 
after July 31, 1956, for not more than thirty-five thousand additional 
dwelling units, which amount shall be increased [by thirty-five thou- 
sand additional dwelling units on July 1, 1957] (1) by thirty-five thou- 
sand additional dwelling units on July 1, 1957, and (2) by thirty-five 
thousand additional dwelling units on July 1, 1959, and may enter into 
only such new contracts for preliminary loans in respect thereto as 
are consistent with the number of dwelling units for which contracts 
for annual contributions may be entered into hereunder: [Provided, 
That the authority to enter into new contracts for annual contribu- 
tions with respect to each such thirty-five thousand additional dwell- 
ing units shall terminate two after the first date on which such 
such authority may be exercised under the foregoing provisions of 
this subsection: ] Provided, That the authority to enter into new contracts 
for annual contributions with respect to each such thirty-five thousand 
additional dwelling units shall terminate four years after the first date 
on which such authority may be exercised under the foregoing provisions 
of this subsection: Provided further, That any balance of the author- 
ization provided by this subsection, as amended by section 108(b) 
of the Housing Amendments of 1955, not utilized by July 31, 1956, 
shall be available in any succeeding year: Provided further, That no 
such new contract for annual contributions for additional units shall 
be entered into except with respect to low-rent housing for a locality 
respecting which the Housing and Home Finance Administrator has 
made the determination and certification relating to a workable pro- 
gram as prescribed in section 101(c) of the Housing Act of 1949, 
as amended: And provided further, That no new contracts for loans 
and annual contributions for additional dwelling units in excess of 
the number authorized in this sentence shall be entered into unless 
authorized by the Congress. 

(j) Every contract made pursuant to this Act for annual contribu- 
tions for any low-rent housing project for which no such contract 
has been entered into prior to the enactment of the Housing Act of 
1954 shall provide that— 

(1) after payment in full of all obligations of the public hous- 
ing agency in connection with the project for which any annual 
contributions are pledged, and until the total amount of annual 


contributions paid by the Authority in respect to such project has 
been repaid pursuant to the provisions of this subsection, (a) 


all receipts in connection with the project in excess of expenditures 
necessary for management, operation, maintenance, or financing, 
and for reasonable reserves therefor, shall be paid annually to the 
Authority and to local public bodies which Hive contributed to 
the project in the form of tax exemption or otherwise, in pro- 
portion to the aggregate contribution which the Authority and 
such local public bodies have made to the project, and (b) no debt 
in respect to the project, except for necessary expenditures for the 
project, shall be incurred by the public housing agency; 
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(2) if, at any time, the project or any part thereof is sold, 
such sale shall be to the highest meant bidder after adver- 
tising, or at fair market value, and the proceeds of such sale to- 
ether with any reserves, after application to any outstandin 
ebt of the opin housing agency in respect to such project, sha 
be paid to the Authority and local public bodies as provided in 
clause 1(a) of this subsection: Provided, That the amounts to 
be paid to the Authority and the local public bodies shall not 
exceed their respective total contribution to the project. 
* * * & * + 


(1) In any community where it has been determined by resolution 
or ordinance, or by referendum, that a project shall be liquidated b 
sale thereof to private ownership, such community may negotiate with 
the Federal Government with respect to the sale of the project, and 
the Authority shall agree that sale of the project may be made, 
subject to any outstanding contracts made pursuant to paragraph (8) (e) 
of section 15, after public advertisement to the highest bidder upon 
(1) payment and retirement of all outstanding obligations (together 
with any interest payable thereon and any premiums prescribed for 
the redemption of any bonds, notes, or other obligations prior to ma- 
turity) in connection with the project, and (2) payment of any pro- 
ceeds received from the sale of the project in excess of the amounts 
required to comply with the requirements of the preceding clause 
numbered (1) to the Authority and to local public bodies in proportion 
to the aggregate contribution which the Authority and such local public 
bodies have made to the project. 


* * * * * 
DISPOSAL OF FEDERAL PROJECTS 


Sec. 12. (a) It is hereby declared to be the purpose of Congress to 
paride for the orderly disposal of any low-rent-housing projects 
ereafter transferred to or acquired by the Authority through the sale 
or leasing of such projects as hereinafter provided; and, in order to 
continue the relief of Nation-wide unemployment and in order to 
avoid waste pending such sale or lease, to provide for the completion 
and temporary administration of such projects by the Authority. 

(b) As soon as practicable the Authority shall sell its Federal 
projects or divest itself of their management through leases. 

(c) The Authority may sell a Federal project [only] to a public 
housing agency. Any such sale shall be for a consideration, in what- 
ever form may be satisfactory to the Authority, equal at least to the 
amount which the Authority determines to be the fair value of the 
project for housing purposes of a low-rent character (making such ad- 
justment as the Authority deems advisable for any annual contribu- 
tions which may hereafter be given hereunder in aid of the project), 
less such allowance for depreciation as the Authority shall fix. Such 
project shall then become eligible for loans pursuant to section 9, and 
either annual contributions pursuant to section 10 or a capital grant 
pamsens to section 11. [Any obligation of the purchaser accepted 

y the Authority as part of the consideration for the sale of such project 
shall be deemed a loan pursuant to section 9.] 
* * * * * * aS 
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GENERAL POWERS OF THE AUTHORITY 


SEc..13. (a) .* * * 
of * + * * + * 


(e) The Authority may sell or exchange at public or private sale, or 
lease, any rea] property [(except low-rent housing projects, the disposi- 
tion of which is governed elsewhere in this Act)] or personal property, 
and sell or exchange any securities or obligations, upon such terms as it 
may fix. The Authority may borrow on the security of any real or per- 
sonal property owned by it, or on the security of the revenues to be 
derived therefrom, and may use the proceeds of such loans for the 
purposes of this Act. 

* * * * * * * 


Src. 15. In order to insure that the low-rent character of housin 
rojects will be preserved, and that the other purposes of this Act wi 
be achieved, it is hereby provided that— 

(1) When a loan is made pursuant to section 9 for a low-rent-housin 

roject the Authority may retain the right, in the event of a substantia 
beaath of the condition (which shall be embodied in the loan agree- 
ment) providing for the maintenance of the low-rent character of the 
housing project involved or in the event of the acquisition (except pur- 
suant to paragraph (8) (e) of section 15) of such project by a third party 
in any manner including a bona fide foreclosure under a mortgage 
or other lien held by a third party, to increase the interest payable 
thereafter on the balance of said loan then held by the Authority to 
a rate not in excess of the going Federal rate (at the time of such 
breach or acquisition) plus 2 per centum per annum or to declare the 
unpaid principal on said loan due forthwith. 

(2) When a loan is made pursuant to section 9 for a slum-clearance 
project the Authority shall retain the right, in the event of the leasing 
or acquisition (except pursuant to paragraph (8)(e) of section 16) 
of such project by a third party in any manner including a bona fide 
foreclosure under a mortgage or other lien held by a third party, 
to increase the interest payable thereafter on the balance of said 
loan then held by the Authority to a rate not in excess of the going 
Federal rate (at the time of such leasing or acquisition) plus 2 per 
centum per annum or to declare the unpaid principal on said loan dus 
forthwith. 

(3) When a contract for annual contributions is made pursuant to 
section 10, the Authority shall retain the right, in the event of a sub- 
stantial breach of the condition (which shall be embodied in such con- 
tract) providing for the maintenance of the low-rent character of the 
housing project involved, to reduce or terminate the annual contribu- 
tions ouyubls under such contract. In the event of the acquisition 
(except pursuant to paragraph (8)(e) of section 15) of such project by a 
third party in any manner including a bona fide foreclosure under a 
mortgage or other lien held by a third party, such annual contribution 
sha'l terminate. 

(4) The Authority may also insert in any contract for loans, annual 
contributions, capital grants, sale, lease, mortgage, or any other agree- 
ment or instrument made pursuant to this Act, such other covenants, 
conditions, or provisions as it may deem necessary in order to insure 
the low-rent character of the housing project involved: Provided, That 
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any such contract for a substantial loan may contain a condition requir- 
ing the maintenance of an open space or playground in connection with 
the housing project involved if deemed necessary by the Authority for 
the safety or health of children. 

(5) Every contract made pursuant to this Act for loans (other than 
preliminary loans), annual contributions, or capital grants for any low- 
rent housing project completed after January 1, 1948, shall provide 
that the cost for construction and equipment of such project (exclud- 
ing land, demolition, and nondwelling facilities) shall not exceed $2,000 
per room ($2,500 per room in the case of Alaska or in the case of accom- 
modations designed specifically for elderly families): Provided, That if 
the Administrator finds that in the geographical area of any project 
(i) it is not feasible under the aforesaid cost limitations to construct 
the project without sacrifice of sound standards of construction, design, 
and livability, and (ii) there is an acute need for such housing, he 
may prescribe in such contract cost limitations which may exceed by 
not more than $750 per room the limitations that would otherwise be 
applicable to such project hereunder. Every contract made pursuant 
to this Act for loans (other than preliminary loans), annual contribu- 
tions, or capital grants with respect to any low-rent housing project 
initiated after March 1, 1949, shall provide that such project shall be 
undertaken in such a manner that it will not be of elaborate or extrava- 
gant design or materials, and economy will be promoted both in con- 
struction and administration. In order to attain the foregoing objec- 
tive, every such contract shall provide that no award of the main 
construction contract for such project shall be made unless the Author- 
ity, taking into account the a of construction costs prevailing in 
the locality where such project is to be located, shall have specifically 
approved the amount of such main construction contract. Every 
contract made pursuant to this Act for loans, annual contributions, 
or capital grants, with respect to a project for which the preparation 
of plans, drawings, and specifications has not been started or con- 
tracted for prior to the date of enactment of the Housing Act of 1957, 
shall require that such plans, drawings, and specifications follow the 
principle of modular measure in every case deemed feasible by the 
public housing agency, in order that the housing may be built by 
conventional construction, on-site fabrication, factory pre-cutting, 
factory fabrication, or any combination of these construction methods. 

(6) Notwithstanding the provisions of subsection (5) of this section, 
or of any other section of this Act, the Authority is authorized to make 
capital grants, loans, or annual contributions for low-rent housing or 
slum-clearance projects, in the full amount of any sums previously 
allocated pursuant to this Act, to any public housing agency, at the 
request of such agency, upon condition that such agency will pay, or 
cause to be paid by the State or political subdivision, such proportion 
of the total development cost of the project as the amount of the aver- 
age actual cost per family dwelling unit of the items covered by the 
applicable cost limitations prescribed in subsection (5) of this section 
in excess thereof bears to such average actual cost: Provided, That the 
amount of any such payment shall be excluded from the base on which 
the maximum amount of any capital grants, loans, or annual contribu- 
tions authorized by this Act are calculated. The receipt of capital 
grants, loans, or annual contributions by any public-housing agency 
pursuant to this subsection shall in no way prejudice or impair the 
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rights or privileges of such agency to participate fully in other low- 
rent housing or slum-clearance projects under this Act or any other 
law. Nothing in this subsection shall prejudice the right of those pub- 
lic housing agencies which can, by reason of lesser need, or would 

refer to delay the starting of their proposed building operations until 
feber and material costs stabilize at levels consistent with the cost 
limitations prescribed in subsection (5) of this section. 

(7) In recognition that there should be local determination of the 
need for low-rent housing to meet needs not being adequately met by 
private enterprise— 

(a) The Authority shall not make any contract with a public 
housing agency for preliminary loans (all of which shall be repaid 
out of any moneys which become available to such agency for the 
development of the projects involved) for surveys and planning in 
respect to any low-rent housing projects initiated after March 1, 
1949, (i) unless the governing body of the locality involved has 
by resolution approved the application of the public. housing 
agency for such preliminary loan; and (ii) unless the publiz hous- 
ing agency has demonstrated to the satisfaction of the Authority 
that there is a need for such low-rent housing which is not being 
met by private enterprise; and 

(b) the Authority shall not make any contract for loans 
(other than preliminary loans) or for annual contributions pur- 
suant to this Act with respect to any low-rent housing project 
initiated after March 1, 1949, [(i)] unless the governing body of 
the locality involved has entered into an agreement with the 
public housing agency providing for the local cooperation re- 
quired by the Authority pursuant to this Act [[; and (ii) unless 
the public housing agency has demonstrated to the satisfaction 
of the Authority that a gap of at least 20 per centum has been 
left between the upper rental limits for admission to the proposed 
low-rent housing and the lowest rents at which private enterprise 
unaided by public subsidy is providing (through new construc- 
tion and available existing structures) a substantial supply of de- 
cent, safe, and sanitary housing toward meeting the need of an 
adequate volume thereof]. 

(8) Every contract made pursuant to this Act for annual contribu- 
tions for any low-rent housing project initiated after March 1, 1949, 
shall provide that— 

{[(a) the public housing agency shall fix maximum income 
limits for the admission and for the continued occupancy of 
families in such housing, that such maximum income limits and 
all revisions thereof shall be subject to prior approval of the 
Authority, and that the Authority may require the public housing 
agency to review and to revise such maximum income limits if the 
Authority determines that changed conditions in the locality 
ae such revisions necessary in achieving the purposes of this 

ct; 

(a) the public housing agency shall fix maximum income limits for 
the admission and for the continued occupancy of families in such hous- 
ing, and shall also fix the exemptions, of any, from net family income 
which shall be allowed in applying such income limits. In fixing income 
limits, the public housing agency shall determine (with the approval of 
the Authority), for dwellings of various sizes, the lowest annual rentals 
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(or equivalent costs of owned homes), including the value or cost to the 
tenants of water, gas, other heating and cooking fuels, and other utilities, 
at which private enterprise unaided by public subsidy is providing 
(through new construction and available existing structures) a substantial 
supply of decent, safe, and sanitary housing toward meeting the need of 
an adequate volume thereof. The income limits fized by the public hous- 
ing agency for families of various sizes and compositions shall be such 
that (A) no family shall be eligible for admission whose net annual in- 
come, less exemptions, exceeds five times such lowest annual rental, less 
20 per centum, of a dwelling of the size needed by such family, except 
that in the case of a family entitled to a first preference as provided vn 
section 10(g) 20 per centum need not be deducted from such lowest annual 
rental; and (B) no family shall be eligible for continued occupancy whose 
net annual income, less exemptions, exceeds five times such lowest annual 
rental of a dwelling of the size needed by such family. In determining 
eligibility for admission the public housing agency may exempt not more 
than $600 of the income of each member of the family other than the 
ersncipes income recipient and not more than the annual payments 
made by the United States Government to any member of the family for 
disability or death occurring in connection urth military service; and in 
determining eligibility for continued occupancy the public housing agency 
may exempt (1) not more than the total annual income of minor members 
of the family, other than the principal income recipient and his spouse, 
(zz) not more than $600 of the income of any other member of the family, 
other than the principal income reciprent, and (iii) not more than the 
annual payments made by the United States Government to any member 
of the family for disability or death occurring in connection with military 
service; 

(b) a duly authorized official of the public housing agency in- 
volved shall make periodic written statements to the Authority 
that an investigation has been made of each family admitted to 
the low-rent housing project involved during the period covered 
thereby, and that, on the basis of the report of said investigation, 
he has found that each such family at the time of its admission 
[ (i) had a net family income not exceeding the maximum income 
limits theretofore fixed by the public housing agency (and ap- 
proved by the Authority) for admission of families of low income 
to such housing ;] (i) had an income for eligibility not exceeding the 
maximum income limits fixed by the aie eee agency; and (ii) 
lived in an unsefe, insanitary, or overcrowded dwelling, or was 
to be displaced by any low-rent housing project or by any public 
slum-clearance, redevelopment or urban renewal project, or 
through action of a public body or court, either through the en- 
forcement of housing standards or through the demolition, 
closing, or improvement of a dwelling unit or units, or actually 
was without housing, or was about to be without housing as a 
result of a court order of eviction, due to causes other than the 
fault of the tenant: Provided, That the requirement in (ii) shall 
not be applicable in the case of the family of any veteran or 
serviceman (or of any deceased veteran or serviceman) where 
application for admission to such housing is made not later than 

arch 1, 1959; 

(c) in the selection of tenants (i) the public housing agency 
shall not discriminate against families, otherwise eligible for 
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admission to such housing, because their incomes are derived in 
whole or in part from public assistance and (ii) in initially select- 
ing families for admission to dwellings of given sizes and at speci- 
fied rents the public housing agency shall (subject to the prefer- 
ences prescribed in subsection 10(g) of this Act) give preference 
to families having the most urgent housing needs, and thereafter, 
in selecting families for admission to such dwellings, shall give 
— consideration to the urgency of the families’ housing needs; 
an 

(d) the public housing agency shall make periodic reexamina- 
tions of the net incomes of tenant families living in the low-rent 
housing project involved; and if it is found, upon such reexamina- 
tion, that the net incomes of any such families have increased 
beyond the maximum income limits fixed by the public housing 
agency [(and approved by the Authority) ] for continued occu- 

ancy in such housing, such families shall be required to move 

rom the project. 
Fa (e) Notwithstanding the provisions of paragraph (d) above, the public 
housing agency may permit any member of a family which would other- 
wise be required to move under said paragraph (d) to enter into a contract 
(either individually or as a member of a group) for the acquisition of his 
dwelling unit or another suitable dwelling unit in any project of the public 
housing agency on the following terms: 

(A) the purchaser shall pay at least (1) a pro rata share cost of 
any services furnished him by the public agency, including but not 
limited to, administration, maintenance, repairs, utilities, insurance, 
provision of reserves, and other operating expenses, (11) local taxes 
on his dwelling unit, and (iii) monthly payments of interest and 
principal sufficient to amortize a sales price, equal to the appraised 
value (at the time such purchase contract is entered into) of the dwell- 
ing unit, in not more than forty years; 

(B) the interest rate shall be fixed at not less than the average in- 
terest cost of loans outstanding on the project, except that in the case 
of a project on which bonds are not outstanding the interest rate shall 
be fixed at not less than the going Federal rate applicable to such 

roject; 
a (C) the principal payments shall be not less than one-half per 
centum per annum of the sales price during the first five years after 
the purchase, 1 per centum per annum during the next five years, 1% 
per centum per annum during the third five years, and thereafter not 
less than the principal payments resulting from a level debt service 
of interest re principal over the balance of the payment period; 

(D) if at any time (i) a purchaser fails to carry out his contract 
with the public housing agency and if no member of his family who 
resides in the dwelling assumes such contract, or (ii) if the purchaser 
or a member of his family who assumes the contract does not reside 
in the dwelling, the public housing agency shall have an option to 
acquire his interest under such contract upon payment to him or his 
estate of an amount equal to his aggregate principal payments plus 
the value to the public housing agency of any improvements made by 
him, less an amount equal to 2% per centum of the sales price. 

If the public housing agency determines with respect to any project that 
at is not feasible to enter into such contracts, it may permit a tenant family 
in such project whose income has increased beyond the limit for con- 
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tinued occupancy to continue in occupancy so long as (t) the public 
housing agency, after investigation (made at least annually), ‘finds that 

wu 1s impossible for the family to obtain through rental or nee a a 
decent, safe, and sanitary private dwelling suitable for its use and at a 
cost within its Jinancial means, and (x) the family pays a rental equal 
to the amount which it would be required to pay (during the first five 
years after purchase) if it purchased its dwelling unit under the fore- 
going terms of this paragraph (e). Actions taken pursuant to the pro- 
visions of this paragraph (e) shall not be deemed to violate the low-rent 
character of the project, and any such actions shall not be taken into 
account in making the determination required in the first proviso of 
section 10(h). 

(9) Any contract for loans or annual contributions, or both, entered 
into by the Authority with a public housing agency, may cover one or 
more than one low-rent housing project owned by said public housing 
agency; in the event such contract covers two or more projects, such 
projects may, for any of the purposes of this Act and of such contract 
(including, but not limited to, the determination of the amount of the 
loan, annual contributions, or payments in lieu of taxes, specified in 
such contract), be treated collectively as one project. 

* * * *” *~ * * 


PRIVATE FINANCING 


Sec. 22. To facilitate the enlistment of private capital through the 
sale by public housing agencies of their bonds and other obligations to 
others than the Authority, in financing low-rent housing projects, and 
to maintain the low-rent character of housing projects— 

(a) Every contract for annual contributions (including contracts 
which amend or supersede contracts previously made) may provide 
that— 

(1) upon the occurrence of a substantial default in respect to 
the covenants or conditions to which the public housing agency 
is subject (as such substantial default shall be defined in such 
contract), the public housing agency shall be obligated at the 
option of the Authority, either to convey title in any case where, 
in the determination of the Authority (which determination shall 
be final and conclusive), such conveyance of title is necessary to 
achieve the purposes of this Act, or to deliver possession to the 
Authority of the project, as then constituted, to which such 
contract relates: Provided, That such conveyance or delivery of 
title shall be subject to the rights of third parties vested pursuant to 
paragraph (8)(e) of section 15; 


+ * ~ * * 


Sze. 80. Upon the request of any local public agency the Authority is 
authorized and directed to amend any or all of its contracts with the local 
public agency so as to bring such contracts into conformity with the pro- 
visions of this Act in effect on the date of such request: Provided, That 
contracts may not be amended or superseded in a manner which ‘would 
umpair the rights of the holders of any outstanding obligations of the public 
housing agency involved which are secured by any of the provisions. of 
such contracts. 

Sec. [30] 31. Notwithstanding any other evidences of the intention 
of Congress, it is hereby declared to be the controlling intent of Con- 
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gress that if any provision of this Act, or the application thereof to 
any person or circumstance, is held invalid, the remainder of this 
Act, or the application of such provision to persons or circumstances 
oe those as to which it is held invalid, shall not be affected 
thereby. 

Src. | £31] 82. This Act may be cited as the “United States Housing 
Act of 1937”. 


HOUSING ACT OF 1948, AS AMENDED 


* * + * * * . 


TITLE V—ADMINISTRATIVE AND MISCELLANEOUS 
PROVISIONS 


ADMINISTRATIVE PROVISIONS 
* * . ” «© * * 


Sec. 502. In carrying out their respective functions, powers, and 
duties— 
* . . * © « 


(b) The Public Housing Administration shall sue and be sued 
only with respect to its functions under this chapter, and sections 
1501-1505 of this title. The Public Housing Commissioner may 
appoint such officers and employees as he may find necessary, which 
appointments, notwithstanding the provisions of any other law, after 
August 10, 1948, shall be made under this section, and shall be sub- 
ject to the civil-service laws and the Classification Act of 1949, as 
amended; delegate any of his functions and powers to such officers, 
agents, or employees of the Public Housing Administration as he may 
designate; and make such rules and regulations as he may find nec- 
essary to carry out his functions, powers, and duties. Funds made 
available for carrying out the functions, powers, and duties of the Ad- 
ministration (including appropriations therefor, which are author- 
ized) shall be available, in such amounts as may from year to year be 
authorized by the Congress, for the administrative expenses of the 
Administration. [Notwithstanding any other provisions of law ex- 
cept prorsnons of law hereafter enacted expressly in limitation hereof, 
the Public Housing Administration, or any State or local public 
agency administering a low-rent housing project assisted pursuant 
to this chapter or sections 1501-1505 of this title, shall continue to 
have the right to maintain an action or proceeding to recover posses- 
sion of any housing accommodations operated by it where such action 
is authorized by the statute or regulations under which such housing 
accommodations are administered, and, in determining net income for 
the purposes of tenant eligibility with respect to low-rent housing 
projects assisted pursuant to this chapter and sections 1501-1505 of 
this title, the Public Housing Administration is authorized, where it 
finds such action equitable and in the public interest, to exclude 
amounts or portions thereof paid by the United States Government 
for disability or death occurring in connection with military service.] 
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HOUSING ACT OF 1950 


* * * * * * * 


TITLE IV—[HOUSING] LOANS FOR EDUCATIONAL 
INSTITUTIONS 


[FEDERAL] COLLEGE HOUSING LOANS 


Src. 401. (a) To assist educational institutions in providing hous- 
ing and other educational facilities for students and faculties, the Ad- 
ministrator may make loans of funds to such institutions for the con- 
struction of such facilities: Provided, That (1) no such loan (including 
any loan under section 405 of this title) shall be made unless the educa- 
tional institution shows that it is unable to secure the necessary funds 
for such construction from other sources upon terms and conditions 
equally as favorable as the terms and conditions applicable to loans 
under this title, and (2) no such loan shall be made unless the Admin- 
istrator finds that the construction will be undertaken in an economical 
manner, and that it will not be of elaborate or extravagant design or 
materials. 

(b) Any educational institution which, prior to the date of enact- 
ment of this Act, has contracted for housing or other educational facil- 
ities may, in connection therewith, receive loans authorized under this 
title, as the Administrator may determine: Provided, That no such 
loan shall be made for any housing or other educational facilities, the 
construction of which was begun prior to the effective date of this 
Act, or completed prior to the filing of an application under this title. 

(c) [A loan to an educational institution may be in an amount not 
exceeding the total development cost of the facility, as determined by 
the Administrator] A loan under this section to an educational institu- 
tion may be in an amount not exceeding the total development cost of the 
facility, as determined by the Administrator, and a loan under section 
405 of this title to an educational institution may be in an amount not 
exceeding the cost of construction of the structures involved (including 
related facilities), and the land on which the structures are located, as 
determined by the Administrator; shall be secured in such manner and 
be repaid within such period, not exceeding fifty years, as may be 
determined by him; and with respect to loan contracts under which 
loan funds have not been fully disbursed prior to the date of enactment 
of the College Housing Amendments of 1955 shall bear interest at a 
rate determined by the Administrator which shall be not more than 
the higher of (1) 2% per centum per annum, or (2) the total of one- 
quarter of 1 per centum per annum added to the rate of interest paid 
by the Administrator on funds obtained from the Secretary of the 
Treasury as provided in subsection (e) of this section. 

(d) (1) To obtain funds for loans [under this title] wnder subsection 
(a) of this section, the Administrator may issue and have outstanding 
at any one time notes and obligations for purchase by the Secretary of 
the Treasury in an amount not to exceed [$925,000,000 J $7 ,225,000,000: 
Provided, That the amount outstanding for other educational facilities, 
as defined herein, shall not exceed [$100,000,000] $137,500,000: Pro- 
vided further, That the amount outstanding for hospitals, referred to 
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in clause (2) of section 404(b) of this title, shall not exceed [$25,000,- 
000] $62,500,000. 

(2) In addition to the notes and other obligations authorized in para- 
graph (1) of this subsection, the Administrator may issue to the Secretary, 
from time to time and have outstanding at any one time, in an amount not 
exceeding $125,000,000, notes and other obligations for the purpose of 
carrying out the provisions of section 4085 of this title. 

(e) Notes or other obligations issued by the Administrator under 
this title shall be in such forms and denominations, have such maturi- 
ties, and be subject to such terms and conditions as may be prescribed 
by the Administrator, with the approval of the Secretary of the Treas- 
ury. Such notes or other obligations issued to obtain funds for loan 
contracts entered into after the effective date of the College Housing 
Amendments of 1955 shall bear interest at a rate determined by the 
Secretary. of the Treasury which shall be not more than the higher of 
(1) 2% per centum per annum, or (2) the average annual interest rate 
on all interest-bearing obligations of the United States then forming a 
part. of the public debt as computed at the end of the fiscal year next 
preceding the issuance by the Administrator and adjusted to the near- 
est one-eighth of 1 per centum. The Secretary of the Treasury is au- 
thorized and directed to purchase any notes and other obligations of 
the Administrator issued under this title and for such purpose is au- 
thorized to use as a public-debt transaction the proceeds from the sale 
of any securities issued under the Second Liberty Bond Act, as amend- 
ed, and the purposes for which securities may be issued under such 
Act, as amended, are extended to include any purchases of such notes 
and other obligations. The Secretary of the Treasury may at any 
time sell any of the notes or other obligations acquired by him under 
this section. All redemptions, purchases, and sales by the Secretary 
of the Treasury of such notes or other obligations shall be treated as 
public-debt transactions of the United States. 

(f) There are hereby authorized to be appropriated to the Admin- 
istrator such sums as may be necessary], together with loan principal 
and interest payments made by educational institutions assisted here- 
under, for payments on notes or other obligations issued by the Admin- 
istrator under this section] to carry out the purposes of thas title. 


GENERAL PROVISIONS 


Sec. 402. (a) In the performance of, and with respect to, the func- 
tions, powers, and duties vested in him by this title, the Administrator 
notwithstanding the provisions of any other law, shall— 

(1) prepare annually and submit a budget program as provided 
for wholly owned Government corporations by the Government 
Corporation Control Act, as amended; and 

(2) maintain an integral set of accounts which shall be audited 
annually by the General Accounting Office in accordance with the 
principles and procedures applicable to commercial transactions as 
provided by the Government Corporation Control Act, as 
amended, and no other audit shall be required : Provided, That such 
financial transactions of the Administrator as the making of loans 
and vouchers approved by the Administrator in connection with’ 
such financial transactions shall be final and conclusive upon all 
officers of the Government. 
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(b) Funds made available to the Administrator pursuant to the 
provisions of this title shall be deposited in a checking account or 
accounts with the Treasurer of the United States. Receipts and assets 
obtained or held by the Administrator in connection with the per- 
formance of his functions under this title, and all funds available for 
carrying out the functions of the Administrator under this title (in- 
cluding appropriations therefor, which are hereby authorized), shall 
be available, in such amounts as may from year to year be authorized 
by the Congress, for the administrative expenses of the Administrator 
in connection with the performance of such functions. 

(c) In the performance of, and with respect to, the functions, powers, 
and duties vested in him by this title, the Administrator, notwith- 
standing the provisions of any other law, may— 

(1) prescribe such rules and regulations as may be necessary to 
carry out the purposes of this title; 

(2) consult with and secure the advice and recommendations of 
the Office of Education in the Federal Security Agency: Provided, 
That .the Administrator shall extend financial assistance to educa- 
tional institutions under section 405 only after consultation with, 
and in accordance with the advice and recommendation of, said 
Office of Education; 

(3) sue and be sued; 

(4) foreclose on any property or commence any action to protect 
or enforce any right conferred upon him by any law, contract, or 
other agreement, and bid for and purchase at any foreclosure or 
any other sale any property in connection with which he has made 
a loan pursuant to this title. In the event of any such acquisition, 
the Administrator may, notwithstanding any other provision of 
law relating to the acquisition, handlin, or gdisposal of real prop- 
erty by the United States, complete, administer, remodel and con- 
vert, dispose of, lease and otherwise deal with, such property: 
Provided, That any such acquisition of real property shall not 
deprive any State or political subdivision thereof of its civil or 
criminal jurisdiction in and over such property or impair the civil 
rights under the State or local laws of the inhabitants on such 
property ; 

(5) enter into agreements to pay annual sums in lieu of taxes to 
any State or local taxing authority with respect to any real prop- 
erty so acquired or owned; 

(6) sell or exchange at public or private sale, or lease, real or 
personal property, and sell or exchange any securities or obliga- 
tions, upon ‘such terms as he may fix; 

(7) obtain insurance against loss in connection with property 
and other assets held; 

(8) subject to the specific limitations in this title, consent to the 
modification, with respect to the rate of interest, time of payment 
of any installment of principal or interest, security, or any other 
term of any contract or agreement to which he is a party or which 
has been transferred to him pursuant to this title; and 

(9) include in any contract or instrument nade pursuant to this 
title such other covenants, conditions, or provisions as he may 
deem necéssary to assure that the pruposes of this title will be 
achieved. 
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(d) Section 3709 of the Revised Statutes shall not apply to any 
contract for services or supplies on account of any property acquired 
pursuant to this title if the amount of such contract does not exceed 
$1,000. 

(e) The provisions of section 309 of the Independent Offices Appropria- 
tion Act, 1950 (Public Law 81-266; 63 Stat. 662), which are applicable 
to corporations or agencies subject to the Government Corporation Control 
_ = also be applicable to the activities of the Administrator under 
this title. 

The Administrator shall take such action as may be necessary 
to insure that all laborers and mechanics employed by contractors or 
subcontractors on any project assisted under this title, the construction 
or rehabilitation of which was commenced after the date of enactment of 
the Housing Act of 1959, (1) shall be paid wages at rates not less than 
those prevailing on the same type of work on similar construction in the 
immediate locality as determined by the Secretary of Labor in accordance 
with the Act of August 80, 1985 (Davis-Bacon Act), as amended, and 
(2) shall be employed not more than forty hours in any one week unless 
the employee receives wages for his employment in excess of the hours 
specified above at a rate not less than one and one-half times the regular 
rate at which he is employed. 


APPORTIONMENT 


Sec. 403. Not more than 10 per centum of the funds provided for in 
this title in the form of loans shall be made available to educational 
institutions within any one State. 


DEFINITIONS * 


Suc. 404. For the purposes of this title, except as otherwise provided 
in section 405, the following terms shall have the meanings, respec- 
tively, ascribed to them below: 

(a) ‘Housing’ means (1) new structures suitable for dwelling use, 
including single-room dormitories and apartments, and (2) dwelling 
facilities provided by rehabilitation, alteration, conversion, or improve- 
ment of existing structures which are otherwise inadequate for the 
proposed dwelling use. 

) “Educational institution’’ means (1) any educational institu- 
tion offering at least a two-year program acceptable for full credit 
toward a baccalaureate degree, including any public educational insti- 
tution, or any private educational institution no part of the net earn- 
ings of which inures to the benefit of any private shareholder or 
individual, (2) any hospital operating a school of nursing beyond 
the level of high school a oe by the appropriate State authority, 
or any hospital sapror or internships by recognized authority, if 
such hospital is either a public hospital or a private hospital, no part 
of the net earnings of which inures to the benefit of any private share- 
holder or individual, (3) any corporation (no part of the net i 
of which inures to the benefit of any private shareholder or individual) 
(A) established by any institution included in clause (1) of this sub- 
section for the sole purpose of providing housing or other educa- 
tional facilities for students or students and faculty of such institu- 
tion without regard to their membership in or iation with any 
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social, fraternal, or honorary society or organization, and (B) upon 
dissolution of which all title to any property purchased or built from 
the proceeds of any loan secured under this title will pass to such 
institution, and (4) any agency, public authority, or other instru- 
mentality of any State established for the purpose of providing or 
financing housing or other educational facilities for students or faculty 
of any public educational institution included in clause (1) of this 
subsection, but nothing herein contained shall require an institution 
included in clause (1) of this subsection to obtain loans through any 
instrumentality included in this clause of this subsection. 

(c) “Development cost’’ means costs of the construction of the 
housing or other educational facilities and the land on which it is 
located, including necessary site improvements to permit its use for 
housing or other educational facilities. 

(d) “Faculties”? means members of the faculty and their families. 

(e) “State” shall include the several States, the District of Colum- 
bia, and the Territories and possessions of the United States. 

(f) ‘Administrator’ means the Housing and Home Finance Admin- 
istrator. 

(g) “Construction” means erection of new structures, or rehabilita- 
tion, alteration, conversion, or improvement of existing structures. 

(h) “Other educational facilities’? means (1) new structures suit- 
able for use as cafeterias or dining halls, student centers or student 
unions, infirmaries or other inpatient or outpatient health facilities, 
and for other essential service facilities, and (2) structures suitable 
for the above uses provided by rehabilitation, alteration, conversion, 
or improvement - existing structures which are otherwise inade- 
quate for such uses. 


LOANS FOR CLASSROOM BUILDINGS AND OTHER ACADEMIC FACILITIES 


Sec. 405. (a) In addition to the other purposes for which financial 
assistance may be extended under this title, the Administrator may make 
loans to educational institutions for (1) the construction of new structures 
suitable for use as classrooms, laboratories, and related facilities (includ- 
ing initial equipment, mahcinery, and utilities) necessary or appropriate 
jor the instruction of students or the administration of the institution, 
and (2) the rehabilitation, alteration, conversion, or improvement of 
existing structures for the uses described above if such structures are 
otherwise inadequate for such uses. As used in this section, the term 
“educational institution”? means any educational institution offering at 
least a two-year program acceptable for full credit toward a baccalaureate 
degree, including any public educational institution, or any private 
educational institution no part of the net earnings of which inures to the 
benefit of any private shareholder or individual. 

(6) Any educational institution which, prior to the effective date of this 
session, has contracted for the construction, rehabilitation, alteration, 
conversion, or improvement of any structures for the uses described in 
subsection (a) above may, in connection therewith, receive loans authorized 
by this section, as the Administrator may determine, but no such loan shall 
be made in connection with the construction, rehabilitation, alteration, 
conversion, or improvement of any such structure if the work thereon was 
commenced prior to the effective date of this section, or was completed 
prior to the fling of an application under this section. 
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SECTION 404 OF THE HOUSING AMENDMENTS OF 1955 
AS AMENDED 


TITLE IV—ARMED SERVICES HOUSING MORTGAGE 
INSURANCE 


* * * * * * * 


Sec. 404. (a) [Whenever] Whatever the Secretary of Defense or his 
designee deems it necessary for the purpose of this title, he may acquire 
by purchase, donation, condemnation, or other means of transfer, any 
land or (with the approval of the Federal Housing Commissioner) (1) 
any housing financed with mortgages insured under [the provisions of] 
title VIII of the National Housing Act as in effect prior to [the enact- 
ment of the Housing Amendments of 1955] August 11, 1955, or (2) 
any housing situated adjacent to a military vnstallation which was (A) 
completed prior to July 1, 1952, (B) certified by the Department of 
Defense, prior to construction, as being necessary to meet an existing 
military family housing need and considered as military housing by 
the Federal Housing Commissioner, and (C) financed with mortgages 
insured under section 207 of the National Housing Act. The pur- 
chase price of any such housing shall not exceed the Federal Housing 
Commissioner’s estimate of the replacement cost of such housing an 
related property (not including the value of any improvements in- 
stalled or constructed with appropriated funds) as of the date of final 
endorsement for mortgage insurance reduced by an appropriate allow- 
ance representing the estimated cost of repairs and replacements neces- 
sary to restore the property to sound physical condition, as determined 
by the Secretary of Defense or his designee upon the advice of the 
Commissioner: Provided, That in any case where the Secretary or his 
designee acquires a project held by the Commissioner, the price paid 
eat exceed the face value of the debentures (plus accrued interest 
thereon) which the Commissioner issued in acquiring such project. 

(b) Notwithstandimg any provision of subsection (a) to the con- 
trary, the Secretary of Defense or his designee shall, in the manner 
provided in subsection (a) acquire by purchase, donation, or other 
means of transfer or,.if the parties cannot agree upon terms for acqui- 
sition by such means, by condemnation, any housing [constructed 
under the mortgage insurance provisions of title VIII of the National 
Housing Act (as in effect prior to the enactment of the Housing Amend- 
ments of 1955)] described in clause (1) or (2) of subsection (a) of this 
section which is located at or near a military installation where the 
construction of housing under the Armed Services Housing Mortgage 
Insurance Program has been approved by the Secretary. 

(c) Condemnation proceedings instituted pursuant to this section 
shall be conducted in accordance with the provisions of the Act of 
August 1, 1888 (25 Stat. 357; 40 U.S.C., sec. 257) as amended, or any 
other applicable Federal statute. Before any such condemnation pro- 
ceedings are instituted, an effort shall be made to acquire the property 
involved. by negotiation. In any condemnation proceedings instituted 
pursuant to this section, the court shall not order the party in posses- 
sion to surrender possession in advance of final judgment unless a 
declaration of taking has been filed, and a deposit of the amount esti- 
mated to be just compensation has been made, under the first section of 
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the Act of February 26, 1931 (46 Stat. 1421), providing for such dec- 
larations. Unless title is in dispute, the court, upon application, shall 
promptly pay to the owner at least 75 per centum of the amount so 
deposited, but such payment shall be made without prejudice to any 
party to the proceeding. In the event that condemnation proceedings 
are instituted in accordance with procedures under such Act of Feb- 
ruary 26, 1931, the court shall order that the amount deposited shall 
be paid in a lump sum or over a period not exceeding five years in 
accordance with stipulations executed by the parties in the proceed- 
ings. In connection with condemnation proceedings which do not 
utilize the procedures under such Act, the Secretary or his designee, 
after final judgment of the court, may pay or agree to pay in a lump 
sum or, in accordance with stipulations executed by the parties to the 
proceedings, over a period not exceeding five years the difference be- 
tween the outstanding principal obligation, plus accrued interest, and 
the price for the property fixed by the court. Unless such payment is 
made in a lump sum, the unpaid balance thereof shall bear interest at 
the rate of 4 per centum per annum. 

(d) Property acquired under this section may be occupied, used, 
and improved for the purposes of this section prior to the approval 
of title by the Attorney General as required by section 355 of the 
Revised Statutes, as amended. 

(e) The Secretary or his designee may, in the case of any housin 
acquired or to be acquired under this section, make arrangements with 
the mortgagee whereby such mortgagee will agree to release and waive 
all requirements of accruals for reserves for replacement, taxes, and 
hazard insurance provided for under the corporate charter and inden- 
ture agreement with respect to such housing, upon the execution of a 
written agreement by the Secretary or his designee that the purposes 
for which such reserves and other funds were accrued will be carried 
out. 

(f) Any housing acquired under this section may be (1) assigned 
as public quarters to military personnel and their dependents; or (2) 
leased to military and civilian personnel for occupancy by them and 
their dependents, upon such terms and conditions as will in the judg- 
ment of the Secretary of Defense or his designee be in the best interest 
of the United States, without loss to military personnel of their basic 
allowance for quarters or appropriate allotments. Amounts equal to 
the quarters allowances or appropriate allotments of military per- 
sonnel to whom such housing is assigned as public quarters under clause 
(1), and the rental charges realized under clause (2), shall be deposited 
in the revolving fund created by subsection (g). 

(g) There is hereby created a fund which Shall be used by the Sec- 
retary of Defense or his designee as a revolving fund for the purpose 
of paying for housing and related property acquired under this sec- 
tion, paying interest, principal, mortgage insurance premiums, and 
other obligations (except those for maintenance and operation) with 
respect to such housing, and paying expenses incurred in the altera- 
tion, improvement, rehabilitation, and repair of such housing. The 
amounts and charges referred to in the last sentence of subsection (f) 
of this section, and any savings realized in the operation of section 
405, shall be deposited in such fund. For the purposes of the preced- 
ing sentence, the term “savings realized in the operation of section 
405” means the difference between the amount made available for 
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payments under section 405 and the amount actually used in making 
such payments. 

(h) The Secretary of the Treasury is authorized and directed to 
establish on the books of the Treasury Department the revolving fund 
created pursuant to the authority of this section. To provide capital 
for such fund, there is authorized to be appropriated a sum not to 
exceed $50,000,000 and the Secretary of Defense, with the approval 
of the President, is authorized to transfer from unexpended balances 
of any appropriations of the military departments not carried to the 
surplus fund of the Treasury such sums as may be determined by the 
Secretary of Defense to be necessary to provide adequate capital for 
the revolving fund. 


SECTION 407 OF THE ACT OF AUGUST 30, 1957 


* * * * * * 


TITLE IV—FAMILY HOUSING 
. * * * * 4 « 


Sze. 407. (a) Notwithstanding the provisions of any other law, 
members of the Army, Navy, Air Force, Marine Corps, Coast Guard, 
Coast and Geodetic Survey, and Public Health Service, with depend- 
ents, may occupy on a rental basis, without.loss of basic allowance for 
quarters, inadequate quarters under the jurisdiction of any of the uni- 
formed services, notwithstanding that such quarters may have been 
constructed or converted for assignment as public quarters. The net 
difference between the basic allowance for quarters and the fair rental 
value of such quarters shall be paid from otherwise available appro- 
priations. 

(b) The provisions of this section shall be 2dministered under reg- 
ulations approved by the President. 

(c) The Secretaries of the Army, Navy, and Air Force for the 
respective military departments, the Secretary of the Treasury for 
the Coast Guard when the Coast Guard is operating as a service in 
the Treasury Department, the Secretary of Commerce for the Coast 
and Geodetic Survey, and the Secretary of Health, Education, and 
Welfare for the Public Health Service (hereafter referred to as the 
“Secretaries’’), are each authorized, subject to standards established 
pursuant to (b) above, to designate as rental housing such housing 
as he may determine to be inadequate as public quarters. 

d) The Secretaries are each further authorized, subject to stand- 
ards established. pursuant to subsection (b) above, to lease inadequate 
housing to personnel of any of the mentioned services for occupancy 
by them and their dependents. The housing facilities leased, as herein 
provided, shall not. be required to have been constructed with funds 
derived from appropriations specifically made for the purpose of the 
construction of rental housing for personnel of the services mentioned, 

(e) All housing units determined pursuant to subsection (c) of this 
section to be inadequate shall, prior to July 1, 1960, either be altered 
or improved so as to qualify as public quarters, or be demolished or 
otherwise disposed of. 

(f) This section shall have no application to any housing financed 
with mortgages insured under the provisions of title VIII of the 
National Housing ‘Act as in effect prior to the enactment’ of the 
Housing Amendments of 1955.] 
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(f) This section shall have no application to any housing described 
wn clause (1) or (2) of section 404(a) of the Housing Amendments of 
1955, as amended. 


SECTION 603 OF THE HOUSING ACT OF 1957 


FARM HOUSING RESEARCH 


Sec. 603. (a) The Housing and Home Finance Administrator is 
authorized and directed to undertake and carry out a program, in the 
manner provided in subsection (b), for the study of farm housing in 
the United States. Such program shall be designed to assist in the 
improvement of farm housing conditions in the United States by 
developing data and information on— 

(1) the adequacy of existing farm housing; 

(2) the nature and extent of current and prospective needs for 
farm housing, including the needs for financing and improved 
design, utility, and scree rg and the methods by which such needs 
might best be satisfied; 

(3) the problems faced by farmers in purchasing, constructing, 
improving, altering, repairing, and replacing farm dwellings; 

(4) the interrelation of farm housing problems and the prob- 
lems of housing in urban and suburban areas; and 

(5) any other matters bearing upon the provision of adequate 
housing for the farm population of the United States. 

(b) The research, study, and analysis required to carry out the pro- 
gram described in subsection (a) shall be conducted by land-grant 
colleges established pursuant to the Act of July 2, 1862 (7 U.S.C., 
secs. 301-308), and such research, study, and analysis shall be financed 
with grants made to such colleges by the Housing and Home Finance 
Administrator on such terms, conditions, and standards as may be 
specified in regulations prescribed by him. 

{(c) The authority of the Housing and Home Finance Administra- 
tor to make grants under subsection (b) shall expire June 30, 1959; 
and the total amount of such grants shall not exceed $300,000 during 
either of the fiscal years ending June 30, 1958, and June 30, 1959.] 

(c) The authority of the Housing and Home Finance Agency .to 
make grants under subsection (b) shall expire June 80, 1962. The 
total amount of such grants shall not exceed $300,000 during each of 
the fiscal years ending June 30, 1958, and June 30, 1959, and shall not 
exceed $75,000 during each of the fiscal years beginning July 1, 1959, 
and ending June 30, 1962. 

(d) There are authorized to be appropriated such sums as may be 
necessary to carry out this section. 


HOUSING ACT OF 1954 


TITLE VI—VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM 
* * * * * * « 


Sxc. 610. (a) This title and all authority conferred hereunder shall 
terminate at the close of July 31, [1959] 1961. 


* * * * * * * 
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TITLE VII—URBAN PLANNING AND RESERVE OF 
PLANNED PUBLIC WORKS 


URBAN PLANNING 


Src. 701. (a) To facilitate urban planning for smaller communities 
lacking adequate planning resources, the Administrator is authorized 
to make planning grants to State planning agencies, or in the absence 
of any such planning agency in any State to an agency or instrumentality 
of government designated by the governor of the State and acceptable 
to the Administrator as capable of carrying out the intent of this section, 
for the provision of planning assistance (including surveys, land use 
studies, urban renewal plans, technical services and other planning 
work, but excluding plans for specific public works) [to cities and 
other municipalities having a population of less than 25,000 according 
to the latest decennial census.] to (1) cities, other municipalities 
and counties having a population of less than 50,000 according to the 
latest decennial census, and (2) any group of adjacent communities, either 
incorporated or unincorporated, having a total population of less than 
50,000 according to the latest decennial census and having common or 
related urban planning problems resulting from rapid urbanization. The 
Administrator is further authorized to make planning grants for similar 
planning work (1) in metropolitan and regional areas to official State, 
metropolitan, or regional planning agencies empowered under State 
or local laws to perform such planning; (2) to cities, other munici- 
palities, and counties having a population of twenty-five thousand or 
more according to the latest de cennial census which have suffered 


substantial damage as a result of a flood, fire, hurricane, earthquake, 
storm, or other catastrophe which the President, pursuant to sec- 
tion 2(a) of the Act entitled ‘‘An Act to authorize Federal assistance to 
States and local governments in major disasters, and for ether pur- 
poses” (Public Law 875, rep isle Congress, approved September 


30, 1950), as amended, has determined to be a major disaster; (3) to 
official governmental planning agencies for areas threatened with rapid 
urbanization as a result of the establishment or rapid and substantial 
expansion of a Federal installation; and (4) to State planning agencies, 
to be used for the provision of planning assistance to the cities, other 
municipalities, and counties referred to in clause (2) hereof and to the 
areas referred to in clause (3) hereof. The Administration is further 
authorized to make grants to State planning agencies for statewide com- 
prehensive planning work including research and coordination activity 
directly related to urban needs. Any grant made under this section 
shall not exceed 50 per centum of the estimated cost of the work for 
which the grant is made and shall be subject to terms and conditions 
prescribed by the Administrator to carry out this section. The 
Administrator is authorized, notwithstanding the provisions of sec- 
tion 3648 of the Revised Statutes, as amended, to make advance or 
progress Pa ents on account of any planning grant made under this 
section. ere is hereby authorized to be appropriated not exceeding 
[$10,000 0004 $20,000,000 to carry out the purposes of this section, 
and any amounts so appropriated shall remain available until ex- 
pended. 
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(6) As used in this section the term “comprehensive planning” 
means— 

(1) long-range physical planning for all public facilities by the 
planning agency analyzing functional needs over a twenty- to thirty- 
year period based upon general planning data and future land use 
patterns integrated into an overall and composite plan; 

(2) long-range fiscal planning by the planning agency and govern- 
mental fiscal authorities analyzing long-range fiscal requirements; 
and preparing a fiscal program to meet the development costs; 

(3) cagital improvement programming by the planning agency 
and governmental fiscal authorities to achieve a scheduling of im- 
provement projects that comprise the first five to six years of the 
long-range physical and fiscal plans based on a determination of 
relative urgencies; 

(4) wtegration and coordination of all functional plans of the 
interested governmental departments or subdivisions by the planning 
agency; 

(5) coordination of intergovernmental planned activities by the 
planning agency to achieve a reconciliation of planning activities 
among adjacent States, political subdivisions thereof, and authorized 
planning agencies; and 

(6) preparation of regulatory and administrative measures and 
programs in support of the foregoing. 

No grants made under this section shall be used to defray the costs of 
administration or enforcement of such measures or programs. 


RESERVE OF PLANNED PUBLIC WORKS 


Sec. 702. (a) In order (1) to encourage municipalities and other 
public agencies to maintain at all times a current and adequate reserve 
of planned public works the construction of which can rapidly be 
commenced, particularly when the national or local economic situation 
makes such action desirable, and (2) to help attain maximum economy 
and efficiency in the planning and construction of public works, the 
Administrator is hereby authorized to make advances to public agen- 
cies (notwithstanding the provisions of section 3648 of the Revised 
Statutes, as sgnesidled) to aid in financing the cost of engineering and 
architectural surveys, designs, plans, working drawings, specifications, 
or other action preliminary to and in preparation for the construction 
of public works: Provided, That the making of advances hereunder 
shall not in any way commit the Congress to appropriate funds to 
assist in financing the construction of any public works so planned: 
And provided further, That advances outstanding to public agencies 
in any one State shall at no time exceed 10 per centum of the aggregate 
then authorized to be appropriated to the revolving fund established 
pursuant to subsection (e) of this section. 

(b) No advance shall be made hereunder with respect to any indi- 
vidual project unless it is planned to be constructed within a reason- 
able period of time, unless it conforms to an overall State, local, or 
regional plan approved by a competent State, local, or regional author- 
ity, and unless the public agency formally contracts with the Federal 
Government to complete the plan preparation promptly and to repay 
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such advance or part thereof when due. Subsequent to approval and 
prior to disbursement of any Federal funds for the purpose of advance 
planning the applicant shall establish a separate planning account into 
which all Federal and applicant funds estimated to be required for 
plan preparation shall be placed. 

(c) Advances under this section to any public agency shall be 
repaid without interest by such agency when the construction of the 
public works is undertaken or started: Provided, That if the public 
agency undertakes to construct only a portion of a planned public 
work it shall repay such proportionate amount of the advances relat- 
ing to the public work as the Administrator determines to be equitable: 
And provided further, That in the event repayment is not made 
promptly such unpaid sum shall bear interest at the rate of 4 per 
centum per annum from the date of the Government’s demand for 
repayment to the date of payment thereof by the public agency. 

(d) The Administrator is authorized to prescribe rules and regula- 
tions to carry out the purpose of this section. 

(e) In order to provide moneys for advances in accordance with 
this section, the Administrator is hereby authorized to establish a 
revolving fund which shall comprise all moneys heretofore or here- 
after appropriated pursuant to this section, together with all repay- 
ments and other receipts in connection with advances made under this 
section. There are hereby authorized to be appropriated to such 
revolving fund, in addition to the amount authorized by this section 
as originally enacted, the further amounts of $12,000,000 which may 
be made available to the revolving fund on or after July 1, 1956; 
$12,000,000 which may be made available to such fund on or after 
July 1, 1957; $14,000,000 which may be made available to such fund 
on or after July 1, 1958; and such additional sums which may be made 
available from year to year thereafter as may be estimated to be neces- 
sary to maintam not to exceed a total of $48,000,000 in undisbursed 
balances in the revolving fund and in advances outstanding for plans 
in preparation or for completed plans with respect to projects which, 
in the determination of the Administrator, can be expected to be 
undertaken within a reasonable period of time. 

(f) The Administrator is authorized to use during any fiscal year 
not to exceed $50,000 of the moneys in the revolving fund (established 
under subsection (e)) to conduct surveys of the status and current volume 
of State and local public works planning and eee estimated require- 
ments for State and local public works: Provided, That the Administra- 
tor, in conducting any such survey, may utilize or act through any 
Federal department or agency with its consent. 


SECTIONS 406(c) AND 605 OF THE HOUSING ACT OF 1956 
DISPOSITION OF DEFENSE HOUSING 


Sec. 406. (a) * * * 


* * * * * * * 


(c) The Housing and Home Finance Administrator is hereby di- 
rected to convey (pursuant to the provisions of section 606 of the Act 
entitled ‘“‘An Act to expedite the provision of housing in connection with 
national defense, and for other purposes’’, approved October 14, 1940, 
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as amended): (1) Housing project numbered RI-37013 to the Housing 
Authority of the City of Newport, Rhode Island: Provided, That not- 
withstanding the provisions of that section or of any other law, the 
agreement required by that section shall permit the use of the project 
in whole or in part for the housing of military personnel without regard 
to their income, and shall require the Authority, in selecting tenants, 
to give a first preference in respect of three hundred and sixty dwelling 
units to such military personnel as the Secretary of Defense or his 
designee prescribes for [three] five years after the date of conveyance 
and to give thirty days’ advance notice of available vacancies to such 
designee, and (2) housing projects numbered PA-36011 and PA-36012 
to the Housing Authority of Philadelphia, Pennsylvania: Provided, 
That notwithstanding the provisions of that section or of any other 
law, the agreement required by that section shall permit the use of 
the projects in whole or in part for the housing of military personnel 
without regard to their income, and shall require the Authority, in 
selecting tenants, to give a first preference in respect of seven hundred 
dwelling units to such military personnel as the Secretary of Defense 
or his designee prescribes for three years after the date of conveyance 
and to give thirty days’ advance notice of available vacancies to such 
designee. 
* * * * * * * 


HOSPITAL CONSTRUCTION 


Sec. 605. (a) Notwithstanding the provisions of section 104 of the 
Defense Housing and Community Facilities and Services Act of 1951, 
the authority under section 304 of such Act to make loans or grants, 
or other payments to public and nonprofit agencies for the construction 
of hospitals is hereby revived and extended with respect to public and 
nonprofit agencies which have, prior to June 30, 1953, applied under 
such section 304 for such loans or grants, or other payments for the 
construction of hospitals, and have been denied such loans or grants, 
or other payments solely because of the unavailability of funds for 
such purpose. 
tC (b) The authority granted by this section shall expire June 30, 

1958] 1960. . 

(c) Whore is hereby authorized to be appropriated the sum of 
$5,000,000 for the purposes of this section for each of the fiscal years 
ending June 30, 1957, and June 30, 1958, and the sum of $7,500,000 
for the purposes of this section for each of the fiscal years ending June 
80, 1959, and June 30, 1960. 


HOME OWNERS LOAN ACT OF 1933 


* * * * * 


FEDERAL SAVINGS AND LOAN ASSOCIATIONS 


Src. 5. (a) In order to provide local mutual thrift institutions in 
which people may invest their funds and in order to provide for the 
financing of homes, the Board is authorized, under such rules and reg- 
ulations as it may prescribe, to provide for the organization, incorpora- 
tion, examination, operation, and regulation of associations to be 
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known as ‘‘Federal Savings and Loan Associations’’, and to issue char- 

ters therefor, giving primary consideration to the best practices of 

mee mutual thrift and home-financing institutions in the United 
tates. 

(b) Such associations shall raise their capital only in the form of 
payments on such shares as are authorized in their charter, which 
shares may be retired as is therein provided. No deposits shall be 
accepted and no certificates of indebtedness shall be issued except for 
a nee money as may be authorized by regulations of the 

oard. 

(c) Such associations shall lend their funds only on the security of 
their shares or on the security of first liens upon homes or combination 
of homes and business property within fifty miles of their home office: 
Provided, That not more than $35,000 shall be loaned on the security 
of a first lien upon any one such property; except that not exceeding 
20 per centum of the assets of sone association may be loaned on other 
improved real estate without, regard to said $35,000 limitation, and 
without regard to said fifty-mile limit, but secured by first lien thereon, 
And provided further, That any portion of the assets of such associa- 
tions may be invested in obligations of the United States or the stock 
or bonds of a Federal Home Loan Bank or in the obligations of the 
Federal National Mortgage Association: And provided further, That 
any such association which is converted from a State-chartered insti- 
tution may continue to make loans in the territory in which it made 
loans while operating under State charter. In addition to the loans 
and investments otherwise authorized, such associations may purchase, 
subject to all the provisions of this paragraph except the area restric- 
tion, loans secured by first liens on improved real estate which are 
insured under the provisions of the National Housing Act, as amended, 
or insured as provided in the Servicemen’s Readjustment Act of 1944, 
as amended. 

Without regard to any other provision of this subsection except the 
area requirement such associations are authorized to invest a sum not 
in excess of 15 per centum of the assets of such association in loans in- 
sured under title I of the National Housing Act, as amended, in un- 
secured loans insured or guaranteed under the provisions of the 
Servicemen’s Readjustment Act of 1944, as amended, and in other 
loans for property alteration, repair, or improvement: Provided, That 
- such loan, unless so insured or guaranteed, shall be made in excess 
of $3,500. 

Without regard to any other provision of this subsection except the area 
restriction, any such association whose general reserves, surplus, and 
undivided profits aggregate a sum.in excess of 5 per centum of its with- 
drawable accounts 1s authorized to invest an amount not exceeding at 
any one time & per centum of such withdrawable accounts in loans to 
finance the acquisition and development of land for primarily residential 
usage, subject to such rules and regulations as the Board may prescribe. 


SECTIONS 606 AND'607 OF THE ACT"OF OCTOBER 14, 1940 


™ Sec. 606. (a) The Administrator is hereby specifically authorized to 
convey the following housing proserte to the following local public 
housing agencies respectively, if— 
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(1) on or before December 31, 1950, (i) the conveyance is 
requested by the governing body of the municipality or county 
and (ii) the public housing agency has demonstrated to the 
satisfaction of the Administrator that there is a need for low-rent 
housing (as such term is defined in the Uuited States Housing Act 
of 1937) within the area of operation of such public housing 
agency which is not being met by private enterprise; 

(2). the Administrator determines that the project requested 
will meet such need in whole or in part, and is suitable for low- 
rent housing use; and 

(3) on or before June 30, 1951, the governing body of the 
municipality or county enters into an agreement with the public 
housing agency (satisfactory to the Public Housing Administration 
hereinafter referred to as ‘‘Administration’’) providing for local 
cooperation and payments in lieu of taxes not in excess of the 
amount permitted by subsection (c) (5) of this section, and the 
public housing agency enters into an agreement with the Admin- 
istration (in accordance with subsection (c) of this section) for 
the administration of the project: 


Project 
State number Local public housing agency 
Alabama 1041 ene Authority of District of Birming- 
1am. 
1061 Housing Authority of Greater Gadsden. 
1062 Housing Authority of Greater Gadsden. 
1031 Housing Board of Mobile. 
1033 Housing Board of Mobile. 
1034 Housing Board, of Mobile. 
1035 Housing Board of Mobile. 
1036 Housing Board of Mobile. 
1101 Housing Board of Mobile. 
1102 Housing Board of Mobile. 
1072 Housing Authority of Sylacauga. 
1076 Housing Authority of Sylacauga. 
1973 Housing Authority of City of Talladega. 
Arkansas 3023 Housing Authority of City of Conway. 
‘California 4031 Housing Authority of City of Fresno. 
4161 Housing Authority of County of Kern. 
4141 Housing Authority of County of Kern. 
4103 Housing Authority of City of Los Angeles. . 
4104 Housing Authority of City of Los Angeles. 
4108 Housing Authority of City of Los Angeles. 
4121 Housing Authority of City of Paso Robles. 
4171 Housing Authority of City of Richmond. 
4174 Housing Authority of City of Richmond. 
Connecticut 6091 Housing Authority of City of Bristol. 
6024 Housing Authority of Town of East Hartford. 
6031 Housing Authority of City of New Britain. 
6032 Housing Authority of City of New Britain. 
6101 Housing Authority of City of New Haven. 
6041 Housing Authority of City of Waterbury. 
6213 Housing Authority of City of Waterbury. 
District of Columbia 49012 National Capital Housing Authority; 
49017 National Capital Housing Authority. 
49044 National Capital Housing Authority. 
Florida 8052 Housing Authority of City of Jacksonville. 
8121 Housing Authority of City of Lakeland. 
8062 Housing Authority of City of Miami. 
8011 Housing Authority of City of Orlando. 
8082 Housing Authority of City of Pensacola. 
8084 Housing Authority of City of Pensacola. 
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State 
Florida—Continued 


Georgia 


Illinois 


Indiana 
Louisiana 


Maryland 


Massachusetts 


Michigan 
Nevada 

New Hampshire 
New Jersey 


New York 


North Carolina 
Ohio 


Oregon 
Pennsylvania 
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Project 
number 
8085 
8131 
8041 


Local public housing agency 


Hovsing Authority of City of Pensacola. 
Housing Authority of City of Sebring. 
Housing Authority of City of West Palm 
Beach. 
Housing Authority of City of Albany. 
Housing Authority of Macon. 
Housing Authority of Macon. 
Housing Authority of Savannah. 
Housing Authority of Savannah. 
Housing OS Savannah. 
Madison County Housing Authority. 
Madison County Housing Authority. 
Winnebago County Housing Authority. 
Winnebago County Housing Authority. 
Housing Authority of City of Fort Wayne. 
Housing Authority of City of South Bend. 
Housing Authority of Parish of East Baton 
Rouge. 
Housing Authority of Baltimore City. 
Housing Authority of Baltimore City. 
Housing Authority of Baltimore City. 
Housing Authority of Baltimore City. 
Boston Housing Authority. 
Chicopee Housing Authority. 
Chicopee Housing Authority. 
Pittsfield Housing Authority. 
Springfield Housing Authority. 
ousing Commission of Detroit. 
Housing Authority of City of Las Vegas. 
Housing Authority of City of Manchester. 
Housing Authority of City of Camden. 
Housing Authority of City of Long Branch. 
Housing Authority of City of Newark. 
Housing Authority of Town of Phillipsburg. 
Buffalo Municipal Housing Authority. 
Buffalo Municipal Housing Authority. 
Elmira Housin re: 
Lackawanna Municipal Housing Authority. 
Lackawanna Municipal Housing Authority. 
Niagara Falls Housing Authority. 
Niagara Falls Housing Authority. 
Massena Housing Authority. 
Housing Authority of City of Wilmington. 
Housing Authority of City of Wilmington. 
Canton Metropolitan Housing Authority. 
Canton Metropolitan Housing Authority. 
Cincinnati Metropolitan Housing Authority. 
Cleveland Metropolitan Housing Authority. 
Cleveland Metropolitan Housing Authority. 
Cleveland Metropolitan Housing Authority. 
Lorain Metropolitan Housing Authority. 
Lorain Metropolitan Housing Authority. 
Lorain Metropolitan Housing Authority. 
Warren Metropolitan Housing Authority. 
Warren Metropolitan Housing Authority. 
Housing Authority of Portland. 
Housing Authority of County of Beaver. 
Housing Authority of County of Beaver. 
Housing Authority of Bethlehem. 
Housing Authority of Bethlehem. 
Housing Authority of Bethlehem. 
Allegheny County Housing Authority. 
Allegheny County Housing Authority. 
Housing Authority of County of Lawrence. 
Housing Authority of City of Erie. 
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Project 
State number Local public housing agency 


Pennslyvania—Con. 36031 Housing Authority of County of Lycoming. 
36011 Housing Authority of Philadelphia. 
36012 Housing Authority of Philadelphia. 
36014 Housing Authority of Philadelphia. 
36015 Housing Authority of Philadelphia. 
36016 Housing Authority of Philadelphia. 
36101 Housing Authority of City of Pittsburgh. 
36212 Allegheny County Housing Authority. 
36295 Housing Authority of City of York. 
Rhode Island 37013 Housing Authority of City of Newport. 
South Carolina 38023 Housing Authority of City of Charleston. 
38061 Housing Authority of City of Charleston. 
38041 Housing Authority of City of Spartanburg. 
38042 Housing Authority of City of Spartanburg. 
Tennessee 40022 Jackson Housing Authority. 
40023 Milan Housing Authority. 
40011 Nashville Housing Authority. 
40025 Trenton Housing Authority. 
Texas 41064 Housing Authority of City of Corpus Christi. 
41065 Housing Authority of City of Corpus Christi. 
41133 Housing Authority of City of Freeport. 
41031 Housing Authority of City of Houston. 
41131 Housing Authority of City of Lake Jackson. 
41101 Housing Authority of City of Mineral Wells. 
41103 Housing Authority of City of Mineral Wells. 
41072 Housing Authority of City of Orange. 
41032 Housing Authority of City of Pasadena. 
41141 Housing Authority of City of Texarkana. 
41121 Housing Authority of City of Wichita Falls. 
44131 Alexandria Redevelopment and Housing Au- 
thority. 
44132 Alexandria Redevelopment and Housing Au- 
thority. 
44133 Alexandria Redevelopment and Housing Au- 
thority. 
44135 Alexandria Redevelopment and Housing Av. 
thority. 
44136 Alexandria Redevelopment and Housing 
Authority. 
44065 Newport News Redevelopment and Housing 
Authority. 
44074 Norfolk Redevelopment and Housing Au- 
thority. 
44086 Portsmouth Redevelopment and Housing 
Authority. 
45043 Housing Authority of City of Bremerton. 
45277N Housing Authority of County of Clallam. 
45315N Housing Authority of County of Clallam. 
45133 Housing Authority of County of King. 
45052 Housing Authority of City of Seattle. 
45053 Housing Authority of City of Seattle. 
45054 Housing Authority of City of Seattle. 
45055 Housing Authority of City of Seattle. 
45056 Housing Authority of City of Seattle. 
45122 Housing Authority of City of Vancouver. 
In addition to the authority of the Administrator under the first 
sentence of this subsection, the Administrator is hereby specifically 
authorized to convey any permanent war housing project to a local 
public housing meg requested in writing, within sixty days after 
the enactment of the Housing Act of 1950, by such agency or the exec- 
utive head of the municipality (or of the county or parish if such 
project is not in a municipality) within which the project is located, 
or by the Governor of the State where an agency of the State has 
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authority to operate the project: Provided, That any conveyance by 
the Administrator pursuant to this sentence shall be subject to the 
same conditions and requirements as provided in this section with 
respect to a project specifically designated herein. 

(b) Upon the conveyance by the Administrator of any such project 
pursuant to the provisions of this section, such project shall constitute 
and be deemed to be “low-rent housing” as that term is used and 
defined in the United States Housing Act of 1937 (and to be a low- 
rent housing project assisted pursuant to that Act, within the mean- 
ing of subsection 502(b) of the Housing Act of 1948), except that no 
capital grant or annual contribution shall be made by the Federal 
Government with respect to such project. Jf any such project is con- 
solidated under a single annual contributions contract with any low-rent 
project being assisted with annual contributions under the said Act, the 
payment of any annual contribution on account of any project so assisted 
shall not be deemed to be a capital grant or annual contribution with 
respect to any project conveyed hereunder. Any instrument of convey- 
ance by the Administrator stating that it is executed under this Act 
shall be conclusive evidence of compliance therewith insofar as any 
title or other interest in the property is concerned. 

(c) The agreement between the public housing agency and the Ad- 
ministration required by subsection (a) of this section shall contain 
the following conditions and requirements, and may contain such 
further conditions, requirements, and provisions as the Administration 
determines— 

(1) during a period of forty years following the conveyance 
the project shall be administered as low-rent housing in accord- 
ance with subsections 2 (1) and 2 (2) of the United States Hous- 
ing Act of 1937: Provided, That if at any time during such period 
the public housing agency and the Administration agree that the 
project, or any part thereof, is no longer suitable for use as low- 
rent housing, the project, or part thereof, shall with the approval 
of the Administration be sold by the public housing agency after 
which the agreement shall be deemed to have terminated with 
respect to such project or part thereof except that the proceeds 
from such sale, after payment of the reasonable expense thereof, 
shall be paid to the Administration; 

(2) the public housing agency shall, within six months following 
the conveyance, initiate a program for the removal of all families 
residing ip the project on the date of conveyance who are ineligible 
under the provisions of the United States Housing Act of 1937 
for continued occupancy therein, and shall have required such 
ineligible tenants to vacate their dwellings within eighteen months 
after the initiation of such program: Provided, That military per- 
sonnel as designated by the Secretary of Defense or his designee 
shall not be subject to such removal until eighteen months after 
the date of conveyance; 

(3) annually during the term of such agreement, the public 
housing agency shall pay to the Administration all income from 
the project remaining after deducting the amounts necessary (as 
determined pursuant to regulations of the Administration) for 
(i) the payment of reasonable and proper costs of. operating, 
maintaining; and improving such project, (ii) the payments in 
lieu of taxes authorized hereunder, (iii) the establishment and 
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maintenance of reasonable and proper reserves as approved by 
the Administration, and (iv) the payment of currently maturing 
installments of principal of and interest on any indebtedness 
incurred by such public housing agency with the approval of the 
‘Administration: Provided, That the provisions of this subparagraph 
shall not be applicable to any project which is consolidated under a 
single contract with one or more low-rent projects being assisted 
under the United States Housing Act of 1987, and all income from 
any such project conveyed under this section may be commingled 
with funds of the project or projects with which it is consolidated 
and applied in accordance with the requirements of the consolidated 
contract and the provisions of section 10(c) of the said Act: 

(4) during the term of such agreement, the project shall be 
exempt from all real and personal property taxes levied or imposed 
by the State, city, county, or other political subdivisions; 

(5) for the tax year in which the conveyance is made and the 
next succeeding tax year annual payments in lieu of taxes may 
be made to the State, city, county, or other political subdivisions 
in amounts not in excess of the real property taxes which would 
be paid to such State, city, county, or other political subdivisions 
if the project were not exempt from taxation; and thereafter, 
during the term of such agreement, payments in lieu of taxes 
with respect to the project may be made in annual amounts which 
do not exceed 10 per centum of the annual shelter rents charged 
in such ees 

(6) in selecting tenants for such project, the public housing 
agency shall give such preferences as are prescribed by subsection 
10(g) of the United States Housing Act of 1937, except that for 
one year after the date of conveyance of a project, the public 
housing agency shall, to the extent permitted by law, give such 
preferences, by allocation or otherwise, to military personnel as 
the Secretary of Defense or his designee prescribes to the public 
housing agency; and 

(7) upon the occurrence of a substantial default in respect to 
the requirements and conditions to which the public housing 
agency is subject (as such substantial default shall be defined in 
such agreement), the public housing agency shall be obligated at 
the option of the Administration, either to convey title in any 
case where, in the determination of the Administration (which 
determination shall be final and conclusive), such conveyance of 
title is necessary to achieve the purposes of this title and the 
United States Housing Act of 1937, or to deliver possession to the 
Administration of the project, as then constituted, to which such 
agreement relates: Provided, That in the event of such convey- 
ance of title or delivery of possession, the Administration may 
improve and administer such project as low-rent housing, and 
otherwise deal with such housing or parts thereof, subject, how- 
ever, to the limitations contained in the applicable provisions of 
the United States Housing Act of 1937. ‘The Administration 
shall be obligated to reconvey or to redeliver possession of the 
project, as constituted at the time of reconveyance or redelivery, 
to such public housing agency or to its successor (if such public 
housing agency or a successor exists) upon such terms as shall be 
‘menbtibed in such agreement and as soon as practicable after the 
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Administration shall be satisfied that all defaults with respect to 
the project have been cured, and that the project will, in order 
to fulfill the purposes of this title and the United States Housing 
Act of 1937, thereafter be operated in accordance with the terms 
of such agreement. Any prior conveyances and reconveyances, 
deliveries and redeliveries of possession shall not exhaust the 
right to require a conveyance or delivery of possession of the 
project to the Administration pursuant to this paragraph upon 
the subsequent occurrence of a substantial default. 

(d) At the end of each fiscal year, the total amount of payments 
during such year to the Administration in accordance with subsection 
(c) of this section shall be covered into the Treasury as miscellaneous 
receipts. 

Sac. 607. (a) The Administrator shall, subject to the provisions of 
this section, dispose of permanent war housing, other than housing 
conveyed pursuant to section 606 of this Act, as promptly as prac- 
ticable and in the public interest. 

(b) Preference in the purchase of any dwelling structure designed 
for occupancy by not more than four families and offered for separate 
sale shall be granted to occupants and to veterans over other prospec- 
tive purchasers for such period as the Administrator may determine 
and in the following order: 

(1) a veteran who occupies a unit in the dwelling structure to 
to be sold and who intends to continue to occupy such unit; 

(2) a nonveteran who occupies a unit in the dwelling structure 
to be sold and who intends to continue to occupy such unit; 

(3) a veteran who intends to occupy a unit in the dwelling 
structure to be sold. 

Subject to the above order of preference, the Administrator may 
establish subordinate preferences for any such dwelling structure. In 
the disposition of any dwellings under this section which were acquired 
by the United States from persons occupying the dwellings at the time 
of such acquisition, the Administrator may, notwithstanding the order 
of preference provided in this section, grant a first preference to such 
persons in the purchase of any of these dwellings for such period and 
under such conditions as he may determine to be appropriate and in 
the public interest. As used in this section 607(b), the term ‘‘veteran’’ 
shall include a veteran, a serviceman, or the family of a veteran or a 
serviceman, or the family of a deceased veteran or serviceman whose 
death has been determined by the Veterans’ Administration to be 
service-connected. 

(c) In the case of any housing project required by this section to 
be disposed of, which is not offered for separate sale of separate 
dwelling structures designed for occupancy by not more than four 
families, such project may be sold as a whole or in such portions as 
the Administrator may determine. On such sales of an entire project 
or portions thereof consisting of more than one dwelling structure or 
of an individual dwelling structure designed for occupancy by more 
than four families, first preference shall be given for such period not 
less than ninety days nor more than six months from the date of the 
initial offering of such project or portions thereof as the Administrator 
may determine, to groups of veterans organized on a mutual owner- 
ship or cooperative basis (provided that any such group shall accept 
as.a member of its organization, on the same terms, subject to the same 
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conditions, and with the same privileges and responsibilities, required 
of, and extended to other members of the group any tenant occupying 
a dwelling unit in such project, portion thereof or building, at any 
time during such period as the Administrator shall deem appropriate, 
starting on the date of the announcement by the Administrator of the 
availability of such project, portion thereof or building for sale), ex- 
cept that a first preference for said period of not less than ninety days 
nor more than six months shall be given to any group organized on 
a mutual or cooperative basis, which, with respect to its proposes pur- 
chase of a specific housing project or portions thereof, has, prior to 
August 1, 1949, been granted an exception by the Administrator from 
the sales preference provisions of Public eee 1 of the Housing 
and Home Finence Agency and has been designated as a preferred 
purchaser. 

(d) The Administrator shall provide an equitable method of select- 
ing the purchasers to apply when preferred purchasers (or groups of 
ae purchasers) in the same preference class or containing mem- 

ers in the same preference class compete with each other. 

(e) Any housing disposed of in accordance with this section shall 
after such disposal be deemed to be housing accommodations the 
construction of which was completed after June 30, 1947, within the 
meaning of section 4 of the Housing and Rent Act of 1947, as amended, 
ae to preference or priority to veterans of World War II or their 
families. 

(f) Sales pursuant to this section shall be upon such terms as the 
Administrator shall determine: Provided, That full payment to the 
Government for the property sold shall be required within a period 
not exceeding twenty-five years with interest on unpaid balances at 
not less than 4 per centum per annum, except that in the case of 
projects initially programmed as mutual housing communities under 
the defense housing program, the terms of sale shall not require a 
down payment and shall provide for full payment to the United States 
over a period of forty-five years with interest on unpaid balances at 
not more than 3 per centum per annum. 

(g) The Administrator may dispose of any permanent war housing 
without regard to the preferences in subsections (b) and (c) of this 
section when he determines that (1) such housing, because of design 
or lack of amenities, is unsuitable for family dwelling use, or (2) it 
is being used at the time of disposition for other than dwelling pur- 
poses, or (3) it was offered, with preferences substantially similar to 
those provided in the Housing Act of 1950 (64 Stat. 48), to veterans 
and occupants prior to enactment of said Act. 

(h) Notwithstanding any other provision of law, the Administrator 
may, whenever he deems it desirable, in the public interest, and in the ful- 
fillment of the purposes of this title, consent to the modification, with re- 
spect to purchase price, repayment period, rate of interest, time of payment 
of any installment on principal or interest, security, or any other term, of 
any contract, sale, mortgage, or other agreement to which he is a party, or 
which has been transferred to him pursuant to this title: Provided, That, 
in any such modification of a contract, sale, mortgage, or other agreement 
relating to housing projects heretofore disposed of as a whole or in other 
portions, exceeding four family dwelling units per portion, under paragrph 
(c) of this section by sale to a group organized on a mutual or cooperative 
basis, the Administrator shall endeavor to make such modifications as 
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may be necessary to enable such group to retain possession, wherever this 
result can be achieved without undue sacrifice of the interest of the Federal 
Government. 


TITLE 38, UNITED STATES CODE 


Subchapter I—General 
§ 1801. Definitions 


(a) For the purposes of this chapter— 

(1) The term ‘‘World War II” (A) means the period beginning on 
September 16, 1940, and ending on July 25, 1947, and (B) includes, 
in the case of any veteran who enlisted or reenlisted in a Regular com- 
ponent of the Armed Forces after October 6, 1945, and before October 
7, 1946, the period of the first such enlistment or reenlistment. 

(2) The term ‘‘veteran” includes the widow of any veteran (includ- 
ing a person who died in the active military, naval, or air service) 
who died from a service-connected disability, but only if such widow 
is not eligible for benefits under this chapter on the basis of her own 
active duty. The active duty of her husband shall be deemed to have 
been active duty by such widow for the purposes of this chapter. 

(b) Benefits shall not be afforded under this chapter to any individ- 
ual on account of service as a commissioned officer of the Coast and 
Geodetic Survey, or of the Regular or Reserve Corps of the Public 
Health Service, unless such service would have qualified such individ- 
sy for benefits under title III of the Servicemen’s Readjustment Act 
oi 1944. 


§ 1802. Basic entitlement 


* * * * * * * 


(d) Loans will be automatically guaranteed under this chapter only 
if made (1) by any Federal land bank, national bank, State bank, 
private bank, building and loan association, insurance company, credit 
union, or mortgage and loan company, that is subject to examination 
and supervision by an agency of the United States or of any State, 
[or] (2) by any State or (3) by any Federal Housing Administration 
approved mortgagee designated by the Federal Housing Commissioner as 
a certified agent and which is acceptable to the Administrator. Any loan 
pengoone to be made to a veteran pursuant to this chapter by any 
ender not of a class specified in the preceding sentence may be guar- 
anteed by the Administrator if he finds that it is in accord otherwise 
with the provisions of this chapter. 

* x * ~ * * * 


§ 1803. Basic provisions relating to loan guaranty 
* * * ok * * * 


(c) (1) Loans guaranteed or insured under this chapter shall be 
payable upon such terms and conditions as may be agreed upon by the 
parties thereto, subject to the provisions of this chapter and regula- 
tions of the Administrator issued pursuant to this chapter, and shall 
bear interest not in excess of such rate as the Administrator, with the 
approval of the Secretary of the Treasury, may from time to time find 
the loan market demands[f, but the rate of interest so prescribed by the 
Administrator shall not exceed at any time the rate of interest. (exelu- 
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sive of premium charges for insurance, and service charges if any), 
established by the Federal Housing Commissioner under section 
203(b)(5) of the National Housing Act, less one-half of 1 per centum 
per annum J; except that such rate shall in no event exceed [4%] 5% 
per centum per annum. 

* * * * * 


§ 1804. Restrictions on loans 
* * * * * OK * 


(b) The Administrator may refuse to appraise any dwelling or 
housing project owned, sponsored, or to be constructed ed any person 
identified with housing previously sold to veterans under this chapter 
as to which substantial deficiencies have been discovered, or as to which 
there has been a failure or indicated inability to discharge contractual 
liabilities to veterans, or as to which it is ascertained that the type of 
contract or sale or the methods or practices pursued in relation to 
the marketing of such properties were unfair or unduly prejudicial to 
veteran purchasers, The Administrator may also refuse to appraise any 
dwelling or housing project owned, sponsored, or to be constructed by any 
person refused the benefits of particupation under the National Housing 
Act pursuant to a determination of the Federal Housing Commissioner 
under section 512 of that Act. 


- * * * ~ * * 


(d) Whenever the Administrator finds with respect to guaranteed 
or insured loans that any lender or holder has failed to maintain ade- 
quate loan accounting records, or to demonstrate proper ability to 
service loans adequately or to exercise proper credit judgment or has 
willfully or negligently engaged in practices otherwise detrimental to 
the interest of veterans or of the Government, he may refuse either 
temporarily or permanently to guarantee or insure any loans made by 
such lender or holder and may bar such lender or holder from acquiring 
loans guaranteed or insured under this chapter; however, the Admin- 
istrator shall not refuse to pay a guaranty or insurance claim on loans 
theretofore entered into in good faith between a veteran and such 
lender. The Administrator may also refuse either temporarily or per- 
manently to guarantee or insure any loans made by a lender or holder 
refused the benefits of participation under the National Housing Aet 
pursuant to a determination of the Federal Housing Commissioner under 
section 512 of that Act. 


* * * * 

§ 1823. Direct loan revolving fund 
(a) For the purposes of section 1811 of this title, the revolving 
fund heretofore established section 513 of the Servicemen’s Read- 
justment Act of 1944 is continued in effect. For the purposes of 
further augmenting the revolving fund, the Secretary of the Treasury 
is authorized and directed to advance to the Administrator from time 
to time after December 31, 1958, and until June 30, 1960, such sums 
(not in excess of $150,000,000 in any one fiscal year, including prior 
advancements in fiscal year 1959) as the Administrator may request, 
except that the aggregate so advanced in any one quarter annual 
period shall not exceed the sum of $5C,000,000, less that amount which 
has been returned to the revolving fund during the preceding quarter 
annual period from the sale of loans pursuant to section 1811(g) of 
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this title. In addition to the sums authorized in this subsection, the 
Secretary of the Treasury shall also advance to the Administrator such 
additional sums, not in excess of $150,000,000, as the Administrator may 
request, and the sums so advanced shall be made available without regard 
to any limitation contained in this subsection with respect to the amount 
which may be advanced in any one quarter annual period. In addition 
the Secretary is authorized and directed to make available to the 
Administrator for this purpose from time to time as he may request 
the amount of any funds which may have been deposited to the credit 
of miscellaneous receipts under this subsection or subsection (c) of 
this section, except that no sums may be made available after July 2£, 
1960. After the last day on which the Administrator may make loans 
under section 1811 of this title, he shall cause to be deposited with 
the Treasurer of the United States, to the credit of miscellaneous re- 
ceipts, that part of all sums in such revolving fund, and all amounts 
thereafter received, representing unexpended advances or the repay- 
ment or recovering of the principal of direct home loans, retaining, how 
ever, a reasonable reserve for making loans with respect to which he 
has entered into commitments with veterans before such last day. 


PARAGRAPH SEVENTH OF SECTION 5136 OF THE REVISED 
STATUTES, AS AMENDED 


Seventh. To exercise by its board of directors or duly authorized 
officers or agents, subject to law, all such incidental powers as shall 
be necessary to carry on the business of banking; by discounting and 


magne’ eeaireert notes, drafts, bills of exchange, and other evi- 
ebt; 


dences of ; by receiving deposits; by buying and selling exchange, 
coin, and bullion; by loaning money on personal security; and by 
obtaining, issuing, and circulating notes according to the provisions 
of this chapter. The business of dealing in securities and stock by 
the association shall be limited to purchasing and selling such secu- 
rities and stock without recourse, solely upon the order, and for the 
account of customers, and in no case for its own account, and the 
association shall not underwrite any issue of securities or stock: Pro- 
vided, That the association may purchase for its own account invest- 
ment securities under such limitations and restrictions as the Comp- 
troller of the Currency may by regulation prescribe. In no event 
shall the total amount of the investment securities of any one obligor 
or maker, held by the association for its own account, exceed at any 
time 10 per centum of its capital stock actually paid in and unimpaired 
and 10 per centum of its unimpaired surplus fund, except that this 
limitation shall not require any association to dispose of any securities 
lawfully held by it on August 23, 1935. As used in this section the 
term “investment securities” shall mean marketable obligations, evi- 
dencing indebtedness of any person, copartnership, association, or 
corporation in the form of aint notes and/or debentures commonly 
known as investment securities under such further definition of the 
term “investment securities’’ as may by regulation be prescribed by 
the Comptroller of the Currency. Except as hereinafter provided or 
otherwise permitted by law, nothing herein contained shall authorize 
the purchase by the association for its own account of any shares of 
stock of any corporation. The limitations and restrictions herein 
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contained as to dealing in, underwriting and purchasing for its own 
account, investment securities shall not apply to obligations of the 
United States, or general obligations of any State or of any political 
subdivision thereof, or obligations issued under authority of the Fed- 
eral Farm Loan Act, as amended, or issued by the thirteen banks for 
cooperatives or any of them or the Federal Home Loan Banks or the 
Home Owners’ Loan Corporation, or obligations which are insured 
by the Federal Housing Administrator pursuant to section 207 of the 
National Housing Act, if the debentures to be issued in payment of 
such insured obligations are guaranteed as to principal and interest 
by the United States, or obligations of the Federal National Mort- 
gage Association, or such obligations of any local public agency (as 
defined in section 110 (h) of the Housing Act of 1949) as are secured 
by an agreement between the local public agency and the Housing 
and Home Finance Administrator in which the local public agency 
agrees to borrow from said Administrator, and said Administrator 
agrees to lend to said local public agency, [prior to the maturity of 
such obligations (which obligations shall have a maturity of not more 
than eighteen months), monies in an amount which (together with 
any other monies irrevocably committed to the payment of interest 
on such obligations) will suffice to pay the principal of such obliga- 
tions with interest to maturity thereon, which monies under the terms 
of said agreement are required to be used for the purpose of paying 
the principal of and the interest on such obligations at their maturity, ] 
moneys in an aggregate amount which (together with any other moneys 
irrevocably committed to the payment of interest on such obligations) will 
suffice to pay, when due, the interest on and all installments (including 


the final wnstallment) of the principal of such obligations, which moneys 
under the terms of said agreement are required to be used for surh pay- 
ments or such obligations of a public housing agency (as defined in 
the United States Housing Act of 1937, as amended) as are secured 
either (1) by an agreement between the pe housing agency and 


the Public Housing Administration in which the public housing agency 
agrees to borrow from the Public Housing Administration, and the 
Public Housing Administration agrees to lend to the public housing 
agency, prior to the maturity of such obligations (which obligations 
shall “beh a maturity of not more than eighteen months), monies in 
an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity thereon, 
which monies under the terms of said agreement are required to be 
used for the purpose of paying the principal of and the interest on 
such obligations at their maturity, or (2) by a pledge of annual con- 
tributions under an annual contributions contract between such public 
housing agency and the Public Housing Administration if such con- 
tract shall contain the covenant by the Public Housing Administra- 
tion which is authorized by section 22(b) of the United States Hous- 
ing Act of 1937, and if the maximum sum and the maximum period 
specified in such contract pursuant to section 22(b) of the United 
States Housing Act of 1937 shall not be less than the annual amount 
and the period for payment which are requisite to provide for the 
payment when due of all installments of principal and interest on 
such obligations: Provided, That in carrying on the business com- 
monly known as the safe-deposit business the association shall not 





